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The "Twelue" will haue more diuerse and intractable differ-
ences to reconcile  than the original "six" or "Nine" member
nations of the E.C. In order to auoid internal paralysis, the ma-
iority uote will haue to become more the norm than the excep-
tion in agreeing Community policies.
Enlargement  challenges the Community to adapt its Common
Agricultural Policy to accommodate Spain and Portugal in a
way that will neitber bankrupt producers of sucb Mediterra-
nean farm products as oliue oil, wine and uegetables,  nor lead
to burdensome and cosdy surpluses of these products. The inte-
gration of the lberian industries into the Community's  fabric
also presents its share of dfficulties,  since some of these indus-
tries-chiefly textiles and steel-are the same ones inuolued in
painful modernization  and restructuring efforts in the present
1}-state Community. Another maior political and economic
question to be resolued is how to maintain the enlarged Com'
munity's relationship with the rest of the Mediterranean  region.
Delaying accession will not make these problems  go away and
may in fact make tbem more dfficult to cope with in the future.
\Yhy bother with enlargement  at all? Why deal with tbe sub-
stantial economic  problems it poses during this time of world-
wide recession?  Because the political aduantages of enlargement
far outweigh its economic  costs. These political benefits are easy
to ouerlook hecause  they are dfficub to quantify and thus diffi-
cuh to fit into anyone's econometric model of the likely impact
of Spanish and Portugese accession. They are, nonetheless, of
ouerriding importance.  Enlargement  will create a larger, more
ircfluential European Community with a broader internal mar-
ket for goods and seruices. It will also help to strengthen and
consolidate democracy on Europe's southern edge.
ln this issue we focus on tbe Community's prospectiue  new
states with articles  examining their current political and eco-
nomic situations.  Abhough  Portugaf  s entry into the Commu-
nity will not create much of a competitiue threat to the E.C.'s
present members,  it could pose a large problem for Portugal it-
self in contending with Spanish imports. Karen DeYoung looks
at Prime Minister Francisco Balsemao's  struggle to cope with
Portugese economic problems of falling export income, bigh
food prices, and high energy import costs.
Robert Grabam  examines the landslide election  uictory tbat
swept Socialists into power in Spain and thrust tbat country
into the era of two-party politics. In an analysis  of the prag-
matic mix of ideas that cbaracterizes  the policies of Spain's
Felipe Gonzhlez, Europe's youngest Prime Minister,  Graham
reports that while E.C. membership remains a priority for
Spain's new Gouernment, that Gouernment is not prepared to
' sacrifice  Spanish interests as a condition of entry into the Com-
munity.
While the slogan "Por el cambio"-for change-may  haue
serued Spain's Socialists well in their recent election bid, Nil
Papa reports that aficionados of one of Spain's oldest and most
colorful  sports, buffighting, want not so much a change as A re-
turn to the grandeur of the past. Papa examines the frustration
of Spain's buffight fans with mediocre bulls and buffighters
and giues the uninitiated a basic guide to this traditional Span-
ish sport.
Publisher's
d Letter
'We start 1983 in the belief that tbe U.S.-E.C. climate is getting
better. Common  sense seems to haue become, howeuer tempo-
rarily, tbe order of the day, but the dangers of recession-in-
spired trade protectionism  still loom large on the horizon.
ln this issue of Europe we examine agricultural  trade dis-
putes between the European Community and the United States
and how and why they haue euolued into flashpoints in U.S.-
E.C. relations. Although  these disputes  haue yet to be resolued,
both sides recently manifested their desire to try and settle these
hilateral problems rationally and peaceably  during Cabinet-leuel
meetings  in Brussels. Can tbe United States and Europe auert a
trade war? Only time will tell. Howeuer, their decision to begin
talks on their farm trade differences  loofts like a step in the
right direction.
Our couer story is on the proposed widening of the Euro-
pean Community to include Spain and Portugal. Most things
are cheaper by the dozen, but not in this case. The addition of
Spain and Portugal to the present Community of "Ten" will
cost both E.C. policymakers and tbose on the lberian peninsula
a lot of soul-searching  to achieue, in the end, a uiable political
entity of 12 European states. That goal will require sacrifices
and concessions  on all sides.
ln December, tbe leaders of the Ten, meeting as the Euro-
pean Council, reaffirmed  their political commitment  to tbe en-
Iargement of the Community to embrace its lberian neighbors
and agreed tltat accession negotiations  should press ahead as
rapidly as possible. That strong political commitment probably
will triumph ouer the economic  problems enlargement  poses for
the Community.
ln a report assessing the practical problems inuolued in en-
largement, tbe E.C. Commission  recently proposed that the two
applicant countries  dgree before accession to take measures par-
allel to those being implemented in the Community to auoid dis-
rupting E.C. efforts to retool certain important industries. By
the same token, howeuer,  the Commission  recognized that the
two new candidates  cannot be expected  to make such a com-
mitment unless they are giuen-as they haue not been-a reA-
sonably certain timetable for E.C. membership.
The accession  of Spain and Portugal will shift the Communi-
ty's center of grauity southward.  This will make it more Medi-
terrAneAn, more Latin, and more uibrant. Many of the prob-
Iems tbe Community now faces were not created by the
prospect of Spanish  and Portugese accession; they already ex-
isted. Enlargement  has giuen the added urgency on Mediterra-
nean policy, decision-making, and so on.
,{#
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$US.EC RELATIONS
split on farm
BETH EASTMAN
When it comes to U.S.-E.C. relations, 1983's biggest issue
could be a battle over agriculture. Rhetoric has been the chief
weapon in the dispute so far, but the conflict could escalate if
the United States  makes good on threats by some of its policy-
makers to engage the E.C. in a subsidy battle in world farm-
product markets. At issue is the European Community's Com-
mon Agriculture  Policy (<.et'), which the United States charges
-and 
the E.C. vehemently denies-has played havoc with
international  markets for farm goods. At stake are shares in
the multi-billion-dollar business of world food trade.
Between 1,971 and 1980 the value of world agricultural
trade increased by an astounding  451 per cent. During that
same period the value of United States and European Commu-
nity exports of agricultural goods increased by 535 per cent
and 513 per cent, respectively. Since the 1950's the E.C. has
gone from a net importer to a net exporter of farm products
such as poultry beef, and sugar. In 1,981, alone the United
States sold $43 billion worth of its farm products abroad,
including sales of $9 billion to the CommunitS its largest
single foreign customer. During that year, the United States
registered  a $26 billion agricultural trade suiplus, making agri-
culture the brightest spot in the U.S. balance of trade.
Thus far in the 1980's, however, the worldwide  recession
has reined in the growth rate in international  farm product
trade. Large world crops and recession-weakened demand in
many of the world's food importing countries  have led to
large agricultural surpluses and low prices for many important,
internationally traded farm commodities. As economic factors
have helped to make it more difficult for U.S. farmers to sell
their bumper crops abroad, U.S. criticism of the European
Community's farm policy has intensified, with U.S. officials
citing the (.AI, as partial reason for those difficulties.
The United States  says the (.Al' encourages  European farmers
to overproduce and then subsidizes the flow of their excess
production  into world markets at prices below those at which
the United States and other exporting nations can afford to
compete. "American  farmers are the most efficient in the
world and they can compete with farmers anywhere,  but they
should not have to compete with foreign treasuries,"  U.S.
Agriculture Secretary John Block said in a recent attack on (.AP
export subsidies.
The United States claims it has lost markets for wheat flour,
poultry pasta, sugar, canned fruit, and raisins to the European
Community because of c.ep export subsidies (or export re-
funds) and has taken its complaints before the General Agree-
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ment on Tariffs and Trade (cerr). The cATT has yet to rule in
any of these cases. Not only have cAP expoft refunds cost U.S.
farmers valuable markets for their goods, says the United
States, they allow E.C. export prices to undercut those of the
United States and other nations, putting a general damper on
world farm product prices.
The European Community, on the other hand, says cAP
export refunds, a vital part of E.C. farm, food, and social
policies, do not allow European goods to compete unfairly
with those produced by farmers in the United States or any-
where else. These export refunds, it says, are not used to
undercut the price of competing goods, but merely to bring
relatively  high E.C. internal prices down to the world price
level. These world prices, says the E.C., are determined pri-
marily by the level of crop production  in the United States,  the
world's leading farm product exporter,  and by demand for
agricultural goods in food imponing countries. The Commu-
nity says the present difficulties facing the United States in
export markets are caused not by the cAP export refunds, but
rather by domestic U.S. policies that have lead to a strong
dollar and thus made U.S. farm products less of a bargain in
world markets.
"'We know that the United States does not like [expon
refundsl, but they accepted them in the Tokyo Round [of
Multilateral Trade Negotiations],"  says E.C. Agriculture Com-
missioner Poul Dalsager.  "The E.C. made concessions  in other
sectors and intends to stick to what was agreed." The GATT
permits the use of export subsidies for agricultural goods so
long as such subsidies do not result in any nation obtaining a
more than equitable market share. What, then, is a more than
equitable  share? "lt's rather like the old description of the
elephant. It's difficult to be precise, but you know one when
you see it," says Sir Roy Denman,  head of the E.C. Commis-
sion's Delegation to Washington.
The E.C., for instance, says that although it doubled its
wheat expofts, including wheat flour, between 1969-70 and
1980-81 to 14 million tons, its share of world wheat trade
actually dropped from 16.6 per cent to 14.9 per cent during
that period. The U.S. share of the market, meanwhile, rose
from 38.4 per cent to 44.8 per cent. Thineen years ago the
United States exported 40 per cent of its production;  now this
amounts to between 50 and 70 per cent. U.S. analysts,  on the
other hand, say the E.C. doubling of its share of the world
market with the use of cAP expon refunds over this period
lowered world prices and cost U.S. farmers about 50 cents per
EURone January-February  1983 5Extending the commrm agricultural  Tlicy ttt Spain and Portugal after
enlargement  aruld intensify  thc E.C.-U.S.  agricultural  utntrtwersy. Pictured  here
are sherry uineyards in Spain. O Tor Fligelend,  Black Star
bushel in lower wheat prices. The United States also says E.C.
export subsidies  have pre-empted  U.S. poultry sales in certain
world markets. For example, the U.S. share of the market for
whole chickens  in the Middle East fell from 95 per cent to
less than 20 per cent between 1964 and 1980 while the E.C.
share increased from 4 per cent to 82 per cent.
The United States charges that CAP export subsidies, in ef-
fect, bill other exporting nations for the cost of supponing
E.C. farm prices at anificially  high levels. The United States
says rhe E.c. spends too much on export subsidies and has
asked the Community to cut back. Some -U.S. policymakers
have expressed deep disappointment  that the United States did
nor obtain a commitment from the E.C. to restrain export
subsidies during last November's  GATT ministerial meeting.
The Community ruled out such a unilateral concession. "How
can we go back to our farmers and say that the world market
is expanding, but you can't have a share of it because this
might displease some people across the Atlantic?" Denman
told reporters shortly after the ministerial;'"The  idea that we
are the only people in the world who subsidize agriculture is
lunatic," he added.
The United States,  argues the E.C., will spend a healthy $11
billion or more on commodity price supports alone this
year-our of a total agricultural budget of some $30 billion-
and spends more on a per-farmer basis than does the E.C. In
addition, the United States, according to the 8.C., uses subsi-
dies and other tools to promote its agricultural exports. These,
it says, include government-backed  credit Suarantees, the con-
cessional  sales program the United States operates under Pub-
lic Law 480, and a new "blended  credit program" under
which the United States plans to subsidize  interest rates on
selected private credit sales of farm goods. In addition, the
E.C. points to the fact that the United States last year subsi-
dized the sale of 100,000 tons of butter to New Zealand to
reduce the large U.S. dairy product suqplus. Also, U.S. import
restriction on beef and sugar help suppoft U.S. farm prices
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without necessitating  any public expenditure.
At the same time, the E.C. maintains that the cAP's present
price support structure has benefited U.S. agriculture by en-
couraging E.C. farmers to use cheaper imported  grain substi-
tutes-such as corn gluten, most of which comes from the
United States-instead of E.C.-produced feed grains for live-
stock feed. Indeed, the Community  says' the enormous  popu-
larity of these substitutes has helped displace Community
grains and has contributed to higher E.C. exports of grains and
poultry. This has led the E.C. Commission to propose a 3-
million-ton quota on the quantity of corn gluten permitted to
enter the Community at zero duty,. a proposal which the
United States strongly opposes. "The reason for the increase in
U.S. exports of corn gluten to the E.C. is simply market
price," says U.S. Agriculture  Undersecretary Lodwick, explain-
ing the U.S. position.  "Corn gluten prices in the United States
are about 25 per cent higher than those of domestic corn,
while the price of corn gluten is as much as 20 per cent below
E.C. corn prices due to the Community's  high price supports.
. . . The United  States would be forced to move decisively to
defend its trade interests if the E.C. were to act to restrict our
market opportunities. "
Last November the E.C. and other GATT nations agreed to a
two-year study of the impact of agricultural subsidy schemes
on world trade, but the E.C. made clear to its trading  partners
that this endorsement  did not constitute any commitment  to
undertake new agricultural  negotiations.
Some U.S. lawmakers adamantly  opposed to cAP export
subsidies,  say however, that the GATT's decision merely to
study the subsidy issue did not go far enough and have
claimed that the U.S. Congress is ready to "fight fire with
fire." "Unless the problem is confronted, it will be difficult to
stop congressional  pressure. As you know, I would not be
fond of congressional  mandates in the area of export subsi-
dies," U.S. Secretary Block told a meeting of his fellow Agri-
cultural Ministers from Organization for Economic Coopera-
tion and Development  countries  last month in Paris.
Both the United States and the E.C. signaled their desire to
aveft a major confrontation over agriculture  by agreeing at
bilateral cabinet-level  meetings in Brussels last month to begin
intensive discussions  on agricultural trade issues in early 1983.
The two sides pledged to avoid actions which would disrupt
international trade and to bear that pledge in mind when
making decisions on their respective farm-price support pro-
grams. However, neither side acknowledged  making any com-
mitments to do more than discuss their agricultural trade dis-
putes.
For the present, at least, the decision to hold discussions on
agricultural trade looks more like the basis for a truce than for
a durable peace pact. "There will not be an agricultural trade
war (between the United States and the E.C.)," said Secretary
Block at the conclusion of meetings with his Brussels counter-
pafts. Block pointedly left open, however,  the possibility that
the United States might dump some of its surplus dairy pro-
duction in world markets or take other, unspecified  actions
against the E.C. if the two pafties failed to hammer out some
sott of understanding on the question of agricultural  trade. €
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GATT: WHAT IS  XT? 
GATT structure is essential to world trade and  must be preserved. 
SIR ROY DENMAN 
At  4:50 on the  morning of November 29 
in  Geneva,  the  first  General  Agreement  on 
Tariffs  and  Trade  (cATT)  ministerial  meeting 
in  nine years adjourned. What did  it achieve? 
In  the  view  of  the  E.C.  Commission,  the 
meeting represented a substantial, though not 
sensational,  step  forward.  In  fact,  the  results 
corresponded pretty well  exactly to what the 
E.C. envisaged when the possibility of such a 
meeting  first  began  to  be  discussed  in  the 
spring of 1981. It was clear then that a meet-
ing  of (;ATT  ministers  in  the  second  half  of 
1982 would not be in  a position to launch a 
new round of CAlT negotiations. And this for 
two quite simple reasons. 
The first was that in  the traditional field of 
tariffs and non-tariff barriers the results of the 
Tokyo  Round-concluded  only  three  years 
ago-were still  being digested. The tariff cuts 
then  agreed  in  fact  will  take  several  years 
more  to  be  fully  implemented.  In  the  new 
field of services, where a number of voices on 
this side of the Atlantic have suggested nego-
tiations, a great deal of careful charting of the 
ground needs  to be  done in  these  very  sepa-
rate  and  complicated  sectors-for  example 
banking,  insurance,  shipping,  and aviation-
before  any  decision  could  sensibly  be  taken 
on the practicality and the modality of a pos-
sible negotiation. 
So  what seemed  possible  were  two things. 
First,  a  meaningful  and  realistic  commitment 
against protectionism  endorsed  by  the minis-
ters  of the trading nations of the world. The 
second  was  an  agreement  to  launch  various 
studies. These could include the field  of ser-
vices;  agricultural  export  subsidies  and  their 
effect  on  world  trade,  together  with  other 
relevant  elements  of  agricultural  support; 
safeguards  where  some  progress  has  been 
made, but where some further work needs to 
be done; and a number of other areas such as 
counterfeit goods, the effect of exchange rate 
fluctuations on trade, and dual pricing princi-
ples and rules of origin. 
These objectives were achieved. There was 
a  good  deal  of argument  about  how  ambi-
tious  the  commitment  against  protectionism 
should  be.  We  argued  for  a  commitment 
which  would  be  firm,  but  plausible,  and 
which would not be  laughed out of court by 
observers  intelligent  enough  to see  that  here 
and  there  voluntary  restraint  arrangements 
and  other measures  were  being  taken  at the 
margin. In  the end our view prevailed and the 
result  is  a  realistic  commitment.  Moreover 
the  studies  discussed  above  were agreed  and 
are now being launched. 
There  were,  it  is  true,  some  exaggerated 
expectations about the meeting. Some  hoped 
for more, in  particular, on agriculture. We, as 
the Community, had to make it  clear that we 
saw  no  reason  for  reopening  one  heavily 
fought sector of the Tokyo Round settlement 
only three years later, when there was a reluc-
tance  to  reopen  other  areas  such  as  textile 
tariffs,  where  our  exports  are  subjected  in 
certain major markets to uncomfortably high 
rates. 
What happens  now?  The answer  is  partly 
that a  solid program of work is  being put in 
hand in  Geneva following on the results sum-
marized above. On safeguards, for example, a 
preliminary report has  been asked for by July 
of next year.  And it is  the general intention in 
Geneva to push ahead with  these studies and 
to make some solid  progress  in  the first  half 
of next year.  This prospect and the fact  that, 
in  the biggest  recession  in  50 years,  the trad-
i.ng  nations of the world were able to recom-
mit  themselves  to  withstand  the  forces  of 
protectionism,  are  hopeful  signs  in  stormy 
times. 
Tensions still  remain, however.  Quite apart 
from  the  differences  both  the  E.C.  and  the 
United  States  have  with  Japan,  tensions  be-
tween  the United  States  and the Community 
concern  agriculture  in  particular.  And  here 
the meeting in  Brussels last December 10 be-
tween  U.S.  Secretary  of State  George  Shultz 
and  four  of  his  most  senior  Cabinet  col-
leagues-Treasury  Secretary  Donald  Regan, 
Commerce Secretary  Malcolm  Baldrige,  Spe-
cial  Trade Representative William Brock, and 
Agriculture  Secretary  John  Block-together 
with  Gaston  Thorn,  President  of  the  E.C. 
Commission, and a number of his  colleagues 
marked a  significant step  forward  in  improv-
ing  the  atmosphere.  The  mood  was  one of 
rational discussion;  those present had looked 
over the abyss and did not like what they had 
seen.  There  was  agreement  to  explore  the 
margins  of  maneuver  which  exist  within 
present systems  so as  to defuse  the  conflicts 
between  the  United  States  and  the  Commu-
nity  on  the  use  of agricultural  export  subsi-
dies  in  third  markets.  Expert  discussions  are 
being  put  in  train  for January.  And  a  report 
will  need  to  be  made  to  ministers  on  both 
sides by the end of March. 
How far  these  efforts  can  go  in  1983  to 
solve  our  problems  we  cannot  yet  foretell. 
Nevertheless,  while  we  have  made  it  clear 
that the principles of the  E.C.'~ Common Ag-
ricultural  Policy  are  not  negotiable-any 
more than are the fundamental policies of the 
United States-there is a will on both sides to 
sit  down  calmly  together  and  see  whether 
pragmatic solutions in  term~ of particular dif-
ficulties can be found. 
Thus 1983 opens on a more hopeful note, 
in  terms of U.S.-E.C. trading relations, than in 
summer of this  year-before the steel  settle-
ment, before the lifting of the Reagan Admin-
istration's  sanctions  aimed  at  the  Siberian 
pipeline,  before the beginnings  of an attempt 
to find  a  joint approach  to the  problems of 
our economic relations with· the Soviet  bloc, 
and before the outcome of the (;ATT  ministe-
rial  meeting.  This should encourage all  of us 
concerned, on  both sides  of the Atlantic,  to 
use  this  momentum so as  to improve  under-
standing and relations over the next year. E 
Sir  Roy Denman is  head of the  E.C.  Commission's 
Delegation in Washington. 
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T 
THE US CONGRESS AND EUROPE 
JOHN STARRELS 
"Congress  pays  a  great  deal  of attention  to  Europe  and  it 
ought to," exclaims  Indiana  Republican  Senator Richard  Lu-
gar.  Lugar ought to know.  As  chairman of the Senate Foreign 
Relations  Committee's  European  Affairs  subcommittee,  he's 
acknowledged to be one of Capitol Hill's most active support-
ers  of close  ties  between  the United  States  and  its  European 
allies.  Lugar  and  his  colleagues  are  worried,  however,  about 
the  direction  of Congressional  thinking on Europe.  And they 
have reason to be. 
The resolution  of the pipeline and steel  crises  should have 
served  to cool the tempers of Americans and Europeans. Un-
fortunately,  however,  these  tensions  have  merely  been  re-
placed  by  others.  Fresh  from  a  Foreign  Relations Committee 
hearing  devoted  to  the  question  of  whether  23,000  U.S. 
troops  should  be  withdrawn  from  Europe,  Lugar  maintains 
that  such  a  step,  " . . . would  be  very  unfortunate  for  the 
United States to take." Indeed, he  recently debated the author 
of this  proposal,  Sen.  Ted  Stevens  (R-Aiaska)  on  television. 
Nevertheless,  he  acknowledges  that  there  is  some  Congres-
sional support for such a measure. 
Three major issues  defined  the Congress'  European agenda 
in  late  1982. Each  one should give  rise  to concern for advo-
cates of strong trans-Atlantic ties: 
Agriculture: So  far, there is  more smoke than fire  in  Congres-
sional  rhetoric about the European Community's alleged  "un-
fair"  trade practices in  the agricultural sector, but the portents 
are nevertheless threatening. The recent General Agreement on 
Tariffs  and  Trade  (GATT)  ministerial  meeting,  if  anything, 
heightened Congressional concerns in  this arena. 
Mack  Mattingly,  Republican  Senator from  Georgia,  was  a 
delegate to the GATT meeting. "The United States was discour-
aged  by  its  results,"  he  claims.  Within  days  of his  return  to 
Washington,  Mattingly  expressed  his  specific  disappointment 
w1th  E.C.  agricultural  export practices  by  introducing  a  new bill  to  partially  combat  them.  Titled  the  "Poultry  and  Egg 
Export Equalization  Plan," S.  3049 would authorize the U.S. 
Department of Agriculture to release corn surpluses to domes-
tic  egg  and  poultry  producers.  "Their  costs  of  production 
would  then  be  lowered," Mattingly said.  Pointing to the  loss 
of market share suffered  by  poultry producers in  the  Middle 
East,  largely  to  European  exports,  such  a  measure  "would 
lower the  costs  of competition  for  our people" the  Georgia 
Senator maintains.  This  may  just  be  the  tip  of the  Congres-
sional iceberg, however. 
·  "The  European  Economic  Community  might  as  well  un-
derstand, now,  that Congress  won't stand  idly  by  in  the  face 
of predatory  trade practices  by  the  E.C.-or anybody else-
that  undermine  the  American  farmer,"  bristles  Jesse  Helms. 
Helm's views  command attention, on Capitol Hill and within 
the Reagan Administration. He is  chairman of the Senate Agri-
culture Committee, and  is  considered to be  a  tough  political 
negotiator. In  practical terms, Helms is  now urging the Admin-
istration to get tough with  the Community on the agricultural 
issue.  Among  the  ideas  he  is  urging  upon  the  U.S.  Govern-
ment, two of the more important ones are to use  the remain-
ing  $90 million  earmarked  to promote American  agricultural 
exports this  fiscal  year (1983) and, more ambitiously,  to prod 
the Agriculture  Department into  releasing surplus dairy  prod-
ucts into the international market. 
Moreover,  Congress  has  already  demonstrated its  readiness 
to take action against the Community on agricultural matters. 
In  December, 1981, for example, Congress passed a restrictive 
sugar  support  program  and,  adds  U.S.  Agriculture  Secretary 
John  Block,  "the subsequent  import  quota  program  [is]  the 
result of the price depressing effect of E.C. sugar export subsi-
dies."  And  Block  suggests  that similar  actions  might  also  be 
taken  by  the  Congress  on  beef  imports  from  the  European 
Community into the United States. 
Defense: Are the Europeans carrying their share of the alliance 
burden?  "That's  been  a  basic  question  all  along,"  maintains 
Lugar.  He insists  that they  are,  but the  question  will  not go 
away.  In  October, those suspicions  came to a  head when the 
Senate  Defense  Appropriations  subcommittee  voted  12  to  1 
for  an  amendment  to  the  fiscal  1983  Pentagon  budget  that 
would cut U.S. troop strength in Europe by more than 6 per cent. 
Introduced  by  Senator  Ted  Stevens,  Republican  from 
Alaska, S. 2951  (the companion House bill  is  H.R. 7355), this 
initiative has  awakened the concern of many alliance support-
ers  that  Capitol  Hill  is  about  to  resurrect  the  more  radical 
amendment  proposed  by  then  Sen.  Michael  Mansfield  (D-
Montana)  in  the  mid-1960's.  Mansfield's  measure  however 
would have  reduced  by  50 per cent the number of America~ 
troops  assigned  to  the  North  Atlantic  Treaty  Organization 
(NATO). An  aide to Stevens insists that the new bill  is  designed 
simply to control unauthorized increases in  U.S.  troop strength 
in  Europe.  Stevens  maintains  that the  Reagan  Administration 
has  been  silent  on the issue-despite the fact  that, according 
to his  calculations, there are somewhere close to 20,000 more 
U.S.  troops in  NATO than there should be. 
"Burden sharing" are the new code words for Congressional 
dissatisfaction  with  Europe's defense  contribution to the alli-
ance  and  most  experts  believe  that  the  Stevens  bill  reflects 
those  sentiments.  Nor  is  Stevens  alone.  Democratic  Senator 
Sam  Nunn  (Georgia)  also  has  called  for a  freeze  on  current 
U.S.  troop  levels  in  NATO.  "A  third  of a  million  men  just 
cannot stay in  Europe forever," insists  Nunn's Armed Services 
Committee colleague, Gary Hart (D-Colorado), and a potential 
presidential candidate. 
Automobile Imports: Sagging economic conditions in both the 
Community and the  United States  have  encouraged a  rash  of 
protectionist  sentiment.  The Congress,  uncannily  sensitive  to 
constituent worries, has initiated a number of legislative efforts 
to control foreign  imports as  of late.  And  no effort has  been 
more  anxiously  reported  on  in  the  foreign  press  than  "local 
content."  Introduced  in  the  Senate  and  House  last  winter 
'  these companion bills would require that, by 1986, most auto-
mobiles  sold  in  the  United  States  would  contain  up  to  90 
percent American  parts  and  labor.  On the surface,  the  local 
content bills  (H.R. 5133 and S.  2300) are directed against Ja-
pan,  which  sells  huge  volumes  of cars  in  the  United  States. 
Nevertheless, the E.C. should not be sanguine on that account. 
Free  trade  advocates  in  the  Congress  are  concerned  that 
local content legislation would badly violate GATT rules which 
flatly  outlaw  devices  subverting  fair  competition  in  interna-
tional trade.  Less  obvious is  the precedent-setting effect if the 
bill  passes one, or both, chambers. Maintains a Congressional 
specialist on Europe: "Trade restrictive measures of this nature 
easily  get translated  into very  damaging precedents." 
Congress, to be sure, does not make foreign policy,  but the 
executive  branch,  which  does,  must  nevertheless  pay  special 
attention to Congressional sentiment. Capitol Hill controls the 
funds upon which the government depends. Negative trends in 
Congressional  thinking  about  EQrope  could  eventually  be 
translated into official policies. 
Despite  recent  strains  in  U.S.-European  relations  however 
'  '  there  remains  a  powerful  reservoir  of support  for  close  ties 
with  Europe  in  the Congress.  At  the most recent  meeting of 
the North Atlantic Assembly,  held in  London in  late Novem-
ber,  there was  a huge  Congressional delegation in  attendance. 
And  according  to  observers,  a  number  of Senatorial  heavy-
weights  openly  debated  with  Alaska's  Stevens  about  the  ad-
visability  of  his  troop  reduction  measure.  Comments  Tom 
Lantos (D-California), who is  chairman of the U.S.  delegation 
to  the  twice-yearly  meetings  with  the  European  Parliament, 
"we want  to prevent  the  exacerbation  of the  U.S.-European 
relationship." 
Lantos  believes  that  these  meticulously  prepared  meetings 
have  proven  to  be  an  "excellent mechanism  for  making  our 
views known to our European counterparts." According to the 
California  Congressman,  the  forthcoming  gathering-to  be 
held in  Athens, Greece-will boast a number of House lumi-
naries,  including  Ways  and  Means  Trade  subcommitee  chair-
man  Sam  Gibbons (D-Florida),  and  Budget  Committee chair-
man, James Jones (D-Oklahoma). Yet  Lantos is  also voicing his 
disquiet about the "unequal" nature of America's relationship 
with Europe. "Many of my  constituents believe that the Euro-
peans are not carrying their share of the economic and military 
burden."  And  in  the  end,  what  matters  most  in  Congress  is 
what the constituents think. E 
john Starrels is  a writer for the Los Angeles Times syndicate. 
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THE COMMUNITY 
LORENZO NATALI 
The  question  of  Spanish  and  Portuguese 
membership  in  the  European  Community  is 
turning into an acid test .for the E.C., which is 
being accused  by  some people-often some-
what exaggeratedly-of virtual  paralysis.  The 
enlargement of the Community to include the 
countries of the Iberian peninsula is  regarded 
as  a  stimulating  challenge,  not so much-or 
not only-because it  will  open  up  a  market 
of  4 7  million  people,  providing  enormous 
opportunities for the more efficient producer 
countries once the high  tariff walls are down, 
but because,  testing  the  entire  machinery  of 
the  Community  at  crucial  points,  it  could 
have a revitalizing effect. 
First  of all,  consider  the  budget  and  the 
decision-making  machinery.  As  far  as  the 
budget is  concerned, the present level  of the 
E.C.'s own resources, subject to a ceiling of 1 
per cent of value-added  taxes  from  the  E.C. 
member states,  is  already  too  low  to  allow 
new common policies  to be  laun~hed or ex-
isting  ones  to  be  strengthened.  Thus,  it  can 
hardly be expected to cope with  the increase 
in  expenditure (from 4 per cent to 6 per cent 
by  reference  to  the  1981  budget)  which  the 
entry  of two  new  member states  will  entail 
and .which will  be needed to prepare the agri-
culture,  industry,  and  service  sectors  of the 
Mediterranean  regions  of the Community to 
withstand  the  thrust  of  competition  from 
Spain and Portugal in  various sectors. 
Even  in  the  1  0-member  Community,  the 
decision-making  machinery  is  showing  clear 
signs  of  stalling,  owing  principally  to  the 
wholesale use of the unanimous voting proce-
dure,  which  used  to  be  an  exception,  but  is 
now  the  rule  for  E.C.  Council  decisions. 
What will  happen  in  a  12-member Commu-
nity  if  nothing is  done to improve the work-
ing of the institutions? 
A  third  important  dimension  of  the  en-
largement  challenge  is  the  test  of  Europe's 
capacity for political responsiveness and initia-
tive.  As  the  world's  leading  trading  power, 
Europe  is  rightly  seen  as  an  economic giant, 
but on the international scene it  must be rec-
ognized  that  it  lacks  political  authority  be-
cause  of its  imperfect  integration  and  failure 
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to  make  the  quantum  jump  to  European 
union,  with  all  that  that  entails  in  terms  of 
political integration and, of course, defense. If 
the Community cannot respond  positively 'to 
the six-year old Spanish and Portuguese mem-
bership applications,  it  brands itself as  politi-
cally  and  economically  incompetent.  Obvi-
ously the  expansion of the Common Market 
from  270 million  to 317 million  people  is  a 
huge  potential gain  in  terms  of consumption 
and  production,  but  it  is  equally  important 
not to  lose  sight  of the  deeper political  sig-
nificance of enlargement. 
The two young democracies are  anchoring 
themselves  to  a  Community  whose  funda-
mental cohesive force  comes from  the values 
of freedom, democracy, and personal and so-
cial  advance associated with  Western  civiliza-
tion. Long important actors in  our continent's 
history, sequestered more recently for decades 
in  the grip of dictatorship, they are turning to 
the European mainstream once again. 
There is  no acceptable alternative to having 
Spain  and  Portugal  in  the  Community.  If 
Spain  and  Portugal  are  rejected  by  their 
neighbors and denied acceptance by  a  model 
of the very  types  of society and political val-
ues  they  chose  to  reaffirm,  as  soon  as  they 
had  thrown  off dictatorship,  the dangers  are 
obvious:  isolation,  with  the  inevitable  reper-
cussions in  terms of domestic politics and in-
ternational stance implicit in  the nature of the 
forces  opposing integration.  In  Spain,  there is 
the  far  right,  with  its  nostalgia  for  former 
leader General  Francisco Franco; in  Portugal, 
there  is  a  Communist  Party  which  still  sees 
the Soviet Union as a model. There can be no 
doubt that the  failure  of enlargement would 
have a destabilizing effect. 
We  should  bear in  mind  that after such  a 
fiasco,  the  E.C. 's  relations  with  Spain  and 
Portugal would be unlikely to remain as  open 
and  cooperative  as  they  are  today.  They 
would  be  bound  to  suffer  from  the  resent-
ment and  frustration  which  would be felt  by 
public  and  politicians  alike.  On  the  other 
hand,  one of the  main  effects  of a  smooth 
accession  by  Portugal and Spain-apart from 
the  impetus  which,  as  already  stated,  this 
SPAIN IN FIGURES 
Area ...........................  194,885 sq. miles 
Population ..................  37.68 million 
Gross Domestic 
Product (1981) .. .... ..... ..  $116.2 billion 
Unemployment rate 
(1981)  .........................  14.4% 
Inflation rate (1981) ....  14.2% 
First half 1982 ............  7% 
Trade (1981) 
Total Exports ..............  $20.34 billion 
Total Imports ..............  $32.15 billion 
Exports to U.S .............  $  1.36 billion 
Imports from U.S ........  $  4.46 billion 
Exports to E.C. ...........  $  8.77 billion 
Imports from E.C. .......  $  9.34 billion 
Sources:  Eurostat, OECD,  IMF 
would  give  the  structural  reorganization  of 
the Community-would, as  regards  external 
relations,  open  a  window  to  Latin  America 
and  southern  Africa  and  also  enhance  Eu-
rope's presence  in  the Mediterranean  region. 
This would be the immediate consequence of 
the southward shift of the center of gravity of 
the  Community,  which  at  present  obviously 
leans roo heavily to the north. 
Just  as  the  Community  has  undertaken  to 
ensure  that  its  own  Mediterranean  regions 
will  not  suffer  from  the  effects  of enlarge-
ment, there is agreement on the need to make 
sure that the accession  of Portugal and Spain 
does not weaken the links between the Com-
munity and other non-member Mediterranean 
countries,  in  particular  the  Maghreb  and 
Mashreq  countries.  This  is  the  essence  of 
what  is  known  as  the overall  Mediterranean 
policy.  This  policy  is  aimed  at  countries 
linked  to the Community  by  technical,  eco-
nomic,  social,  and  financial  cooperation 
agreements, but above all  by  intensive trading 
relations  with  a  balance  in  the  E.C.'s  favor: 
The Mediterranean region takes 10.4 per cent 
of the Community's exports and the Commu-nity  represents  by  far  the  mam  market  for 
that region's sales. 
Many  of these  countries  depend  crucially 
on exports to the Community of products-
whether such  as  agricultural,  citrus  fruit  and 
olive oil, or textiles, to give only a few exam-
ples-which are among Spain's and Portugal's 
most  competitive.  With  the  prospect  of en-
largement, new forms are being examined for 
relations  with  these  countries  and  these  in-
clude  long-term  solutions  modeled  on  those 
introduced via the Lome Convention associat-
ing the E.C.  with 62 African, Caribbean, and 
Pacific  countries.  Consideration  is  also  being 
given  to  possible  ways  of fostering  the  ere-
PORTUGAL IN FIGURES 
Area .................  ,. .........  35,553 sq. miles 
Population:  ............. ,  ... . 9.9 million 
Gross Domestic 
Product (1981) ....  :  ........  $19.3 billion 
Unemployment rate 
(1981) .....................  ~ ... · s.so/o 
Inflation rate (1981) ....  23.7% 
First half 1982 ............  8.4% 
Tra~e (1981) 
Total Exports ..............  $4.15 billion 
Toi:al Imports ..............  $9.8  billion 
Exports to U.S. :  ...........  $0.2  billion 
Imports from U.S.  .......  $ i.l7 billion 
Exports to E.C. ...........  $2.23 billion 
lrhports to E,C. ...........  $3.72 billion 
Sources:  Euros1a1, OECD,  IMF 
arion of a  regional market among these coun-
ties, so that they could do what is  required to 
make  their  products  complementary  and  di-
versify  their trade.  This,  roo,  is  a  challenge, 
but one which  is  essential  if the Community 
is  to  be  impelled  to  revitalize  a  system  of 
relations  which,  for  some  time,  has  been 
proving less and less satisfactory. 
The price of failure would be very high, as 
it  would  greatly  undermine  the  stability  of 
our  Mediterranean  partners.  To  close  the 
door  to  exports  which  are  vital  for  their 
economies  would  have  immediate  conse-
quences  in  the  form  of  internal  social  and 
political  tensions. It would ultimately involve 
the  serious  risk  of a  fundamental  change  in 
their international  stance, since  the only  real 
alternative outlet for their products would be 
the  state-trading  countries,  and  this  would 
probably email political trade-offs. 
The accession  negotiations are  now about 
to enter on the decisive stage, when the vital 
chapters  are  tackled,  with  provision  being 
made for joint efforts by  the Community and 
the applicant countries to prevent difficulties 
from  arising,  or existing difficulties  from  be-
ing aggravated, in  the more fragile  sectors of 
the economies of the  Ten and of Spain  and 
Portugal.  The  European  Parliament  has  on 
several  occasions pointed out the dangers of 
continuing delay  in  the negotiations, and  has 
more than once shown itself to be in  favor of 
accession.  The  Commission  recently  pre-
sented  to  the  Council  precise  proposals  for 
tackling the decisive phase of the discussions. 
It will  shortly propose a  detailed plan for in-
tegrated programs to help the Mediterranean 
areas  of the  Community.  It is  elaborating  a 
cohesive plan for a  Mediterranean policy and 
has already presented the broad lines of it to 
the Council. 
The European summit in  Copenhagen once 
again  stressed the political  validity  of the en-
largement  process.  It  is  likely  that  this  will 
provide a  decisive  impulse which  will  enable 
the member states to attain  this great  objec-
tive  in  the  very  near  future.  At  a  moment 
when the negotiations have reached a  crucial 
stage,  it  seems  to  me  particularly  important 
that  the  Community  partners  should  have  a 
clear perception  of the  advantages  and  also, 
of course, of any disadvantages-if there are 
any-which  enlargement  may  involve  for 
them directly or indirectly. 
We  are  living  through  a  time  when,  be-
cause of the  world  recession,  certain  aspects 
of relations between the Community and the 
United States have become critical. The crisis 
is  uncovering the weak points which are con-
cealed in  times of sustained economic expan-
sion  by the margins created  by prosperity. 
The steel dispute was resolved in  a spirit of 
goodwill  and,  although  the  solution  to  the 
dispute over the Siberian gas pipeline was pos-
sibly less clear-cut, it  had the merit of initiat-
ing a  useful dialogue on the real nature of the 
difficulty  which  had  been  the  immediate 
cause-namely, the  question  of relations  be-
tween  industrialized  countries and  the  coun-
tries of the Eastern  trading area in  the sphere 
of technology and  export credits.  Proof was 
given  recently-when  five  U.S.  Cabinet-level 
officials  met  the  Commission  of  the  Euro-
pean  Communities  in  Brussels  on  December 
1 0-that this awareness exists on  both  sides 
and  that  on  neither  side  of  the  Atlantic  is 
there  a  willingness  to  allow  a  dispute  that, 
while  not  insignificant,  is  nevertheless  still  a 
sectoral issue, to degenerate into a trade war. 
There  is  no  doubt  that  compromis~- solu-
tions are possible, though on one strict condi-
tion:  It  is  necessary  to  rise  above the purely 
sectoral  nature of the dispute and show evi-
dence of constructiveness and goodwill.  Fur-
thermore, solutions such as  that of the com-
mon  management  of  farm  surpluses,  which 
personally I  find  to be an  entirely reasonable 
solution, can develop only if account is  taken 
of the  extent of common  interests  by  com-
parison with  the limited nature of the causes 
of disagreement. I am convinced that this for-
mula,  which  calls  for  the  maintenance  of a 
sense  of proportion,  can  be applied  without 
difficulty  to  certain  problems  which  have 
arisen  in  connection with the prospective en-
try  of  Portugal  and  Spain  and  Community 
policy  toward  the other non-member Medi-
terranean countries. 
If it  is  conceded-and  it  has  never  been 
denied-that the enlargement of the Commu-
nity to include the two fledgling democracies 
of  the  Iberian  peninsula  is  in  line  with  the 
logic of political stabilization in  the Mediter-
ranean  region  (a  key  region  in  which  the 
avoidance  of tensions and  imbalances  repre-
sents a  specific and acknowledged interest of 
the  Western  world  as  a  whole),  it  would  in-
deed  by  surprising  if an  undertaking of such 
political  scope  should  arouse  misgivings  on 
account of certain modest difficulties in ' con-
nection  with  a  few  tons  of  dried  fruit  and 
nuts or oilseeds which the enlarged Commu-
nity would no longer need to import. 
It would be all  the more surprising as, even 
at  the  purely  commercial  level,  enlargement 
will mark the opening-up, to the whole world 
and not merely to the other European coun-
tries, · of a  market  of 4 7  million  consumers, 
this is  because Portugal and Spain will have to 
reduce their customs tariffs  from  the present 
very high  levels to the much more reasonable 
ones adopted by the Community. 
Similarly,  certain  misgivings  on  the  Ameri-
can  side  with  regard  to  trade  relations  be-
tween the Community and the Mediterranean 
countries in particular seem difficult to under-
stand  if  one  looks  at  the  other side  of the 
coin-namely,  the  vital  importance  of trade 
outlets  in  Europe  for  the  economic,  and 
hence political, stability of many of the coun-
tries concerned, from Morocco to Turkey, all 
of them belonging to a  crucial region courted 
by  both  East and  West.  Is  it  not possibly  in 
the  inrerestes of the whole  Western camp-
and  not  only  for  the  benefit  of  European 
trade interests-to ensure that friendly  coun-
tries  in  the area in  question remain  such and 
do not find  themselves exposed through our 
fault  to the devastating effects of serious  in-
ternal tensions? 
I am sure that this  question  will  be under-
stood to be a  rhetorical one, and not only on 
this  side  of the  Atlantic.  The  United  States 
has  shown  that  it  recognizes  the  validity  of 
this  approach, and  indeed the American  Ad-
ministration's  initiative  in  the  Caribbean  has 
been inspired to a  considerable extent by the 
Community's Mediterranean  policy.  It  would 
be  difficult  to  imagine-despite any  specific 
points  of  dispute  there  may  be-a  better, 
even if implicit, understanding on essentials. E 
Lorenzo  Natali  is  the  E.C.  Commission  vice  presi-
dent  responsible  for  enlargement  of the  Common 
Market to include Spain and Portugal. 
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In Spain's recent history socialism is a word surrounded  by
controversy. For some it means the failed dream of an egalitar-
ian republic swept aside by a brutal civil war in the 1930's; for
others it evokes memories of the persecution of the Church,
violent disorder, and the division of society which provoked
the civil war. Yet this is the memory of 40 years ago and now
the Socialist PanS headed by its youthful leader, Felipe Gon-
zillez, has convincingly  displayed in elections at the end of
October that these memories no longer count in a country
which ranks among the world's 12 most industrialized  nations.
The Socialists were swept to power in a landslide electoral
victory capturing 202 of the 350 seats in parliament  on a
massive voter turnout. Since the death of General Franco in
197 5, and the restoration of democracy,  neither of the two
previous polls produced  such a clear-cut victory. The Socialists
ff.:ilfll,j::tcd 
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now dominate  parliament.  The party which has ruled Spain for
the past six years-the  centrist alliance, Union de Centro
DemocrStico (uc.tt)-has collapsed, not so much because of
policy failures, but because of damaging internal strife. Voters
deserted to the Socialists on the left and to what has now
become the main opposition party, the right-wing  Popular
Alliance, Alianza Popular (AP). The swing to the Socialists  was
country-wide,  also picking up many disgruntled former mem-
bers of the Communist  Party, whose fortunes  have now
touched an all time low.
In broad terms, the election result has moved Spain into an
era of two-party politics. The Socialist majority is sufficiently
ample to permit them to consider not just one four-year term
of office but two. Thus Felipe GonzSlez, or plain "Felipe" has
he is popularly known,  has the prospect of eight years in office
if he manages to handle the affairs of state with aplomb. Forty
years old, he is Europe's youngest Prime Minister.
His campaign message was to vote for "The Change."  What
he meant by this was that since the death of Franco in 1975,
power had remained fundamentally in the hands of the heirs
of the former regime-albeit in democratic clothing. To con-
solidate democracy  required  a hand-over of power to an alter-
nate system of government,  he argued. The reforms which
many ordinary Spaniards expected-in  education,  in health, in
the legal system, and in the giant civil service-had  not been
forthcoming. It was this message and GonzSlez's persuasive
manner that captured  voters, rather than the socialist label of
the party. As a result the new Socialist Government is not
promising large-scale  nationalizations,  so often associated with
European socialism and now being carried out in France.
Gonzillez's program is a pragmatic  mix of continuation and
Continued  on page 14
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Eight years after revolution threw this country's politics up for
grabs, opening the door to ideological upheaval and experi-
mentation, the Portuguese are rired. By most accounts, they
are ready for the kind of placid governance that promises
little, accomplishes half of that, and allows itself to be regu-
larly replaced through elections with a minimum of fuss.
However, through a combination  of circumstances-the long
involvement of the military in post-revolutionary politics, the
world economic  collapse that has taken Portugal's  delicate
finances  down with it, and the very newness of political struc-
tures and parties that are still finding their way-there still are
some glitches in the democratic  machine here.
"Portugal has an identity crisis," President Antonio Eanes
said in an interview. "People find that the revolution has not
fulfilled their needs, has not ended the anxiety. There is a
feeling of frustration.  I would say the crisis will become  even
deeper than it is now." A Cabinet Minister of Prime Minister
Francisco Pinto Balsemao's  center-right  Government  puts it
another way. "lt's not really a crisis, it's something  worse. It's
a sort of marsh, where nothing moves."
There is matter-of-fact talk here of Government collapse by
nexr spring, as the economy worsens and Balsemao's  coalition,
following a relatively poor showing in early December elec-
tions, turns on itself with ever-more enmity and opposition
parties sacrifice compromise  for self-preservation  and political
gain. Others see more serious doom ahead. "By the end of
1983," the Minister said, "people will be starting to react . . .
not with strikes, but with a general depression  and a sense that
there is no way out." A military officer, once a high-level
figure in the revolutionary Administration, said ominously
"within three years, we could have a Polish situation here."
The most immediate problems  are economic.  Some-the
international  financial slump, high food and energy import
prices, falling export income-are common to much of the
world. Others are more particular to Portugal. Many of the
estimated one-fourth of the country's 5 million labor force
who traditionally  have worked abroad and send home harder
currencies  from the restaurants  and hotels of France and Ger-
many are now out of lobs as those countries suffer their own
high rates of unemployment.  Tourism, another large source of
national income, also has decreased sharply.
During rhe first six months of 1982, the balance-of-p^y-
ments deficit nearly equalled the 1981 total of $2.7 billion
and may go as high as $3.5 billion this year. Although the
Government  still maintains a relatively good credit rating due
I
fr\,ffi:#;iT.
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to $8 billion in gold reserves, its foreign debt is approaching
$ 12 billion, with payments on principle due to shoot up next
year. Inflation is close to 24 percent, and the Portuguese still
have the lowest per capita incomes in Western Europe at
about $2,000 a year.
Nearly all of the Government's predicted  economic  indi-
cators for this year have turned out to be optimistically wrong.
Next year, Balsemao has promised to get tough, solving the
Continued  on page 16
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innovation, laced with an ethical mood. Government' he says'
should work better and more in the interests of the people
who voted for it. Above all else, he wants clean government,
without "old-boy" networks or conflicts of interest between
the public and private jobs of officials.  Beyond this he has set
out a nationalist  vision of Spain, almost in the manner of
France's ex-President Charles de Gaulle. Spain can' and
should, be more active in the international field, more actively
defending its interests, whether in the context of future mem-
bership in the European Community or in renegotiating its
recent membership of the Atlantic  alliance.
The great asset of the new Government  is its popular support
and powerful parliamentary majority. However, the problems
ahead are formidable and cannot be minimized. The Socialists'
parliamentary  strength will help resove a problem that histori-
cally has deviled Spain-the demands by the regions for au-
tonomy. Although  Spain has been a country of centralized
authority, there have been strong destabilizing  regional forces,
Likc tbe rcst of Europt',  Spanish industry has becn hard hit by thc recesst()r't.
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especially in the Basque country and in Catalonia. For a time
in the early stages of restoration of democracy' it looked  as
though Spain might be moving toward a form of de facto
federalism. This was checked in the wake of the abortive
military coup in February 1981 and now Gonz|lez  appears to
have the necessary muscle to settle this problem, to the sat-
isfaction of the regions and the needs of central government.
This does not mean that the new Government  will solve, in
the near future, the serious phenomenon of terrorism,  result-
ing from the violent separatist demands of a group of Basque
nationalists. It does mean that this terrorism, which has
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claimed the lives of more than three hundred people, mostly
military and police, in the past five year, can be further iso-
lated. The impact of this continued terrorism on the military
will be one of the Government's principal preoccupations.  A
major factor behind military disgruntlement  since Franco's
death has been what the officers  regard as the Government's
failure to curb terrorism and fears that the centralized state
might break up. More generally, the Socialists will have to
work hard both to gain and to maintain the confidence  of the
military establishment,  which was raised on Franco's propa-
ganda that the Socialists were the enemies of the state. For
GonzSlez to have already largely dispelled this belief is a major
achievement. Nevertheless,  GonzSlez will have to keep a wary
eye on the military. A minority within the armed forces, per-
haps 5 per cent of the officer corps, has made no bones about
its mistrust of the new democratic order and will not cease to
try and put the clock back.
More pressing is the plight of Spain's economy.  Unlike
Spain's neighbors in northern  Europe,  the country ignored the
first crisis produced by the oil price rises of 1973. The econ-
omy was booming, and throughout  industry ambitious expan-
sion plans were drawn up at the very moment when the rest
of Europe had begun to tighten its belt. Recession set in in
1.978, but only a year later did the authorities begin to adjust
to energy costs, which by then were going through a second
round of malor rises.
As a result Spain has been in a recession for five long years.
Demand of such key items as steel and cars is back to levels of
the early 1970's. Companies  have been hit by a combination
of increased raw material costs, higher wage bills, and heary
financial charges from high interest rates. With tough laws
governing  personnel layoffs, many of these companies are fac-
ing a serious cash flow crisis, with production  at less than two
thirds of capacity. The largest private industrial group, the
chemicals  conglomerate ERI, recently had to seek a morato-
rium on the principal of debts of over $1 billion.
The banking system has also seen more than 2n banks
collapse in the past five years. The latest is the Catalana  group
of banks, with potential  losses of $1.5 billion. This automati-
cally forces on the Government difficult decisions on the ex-
tent to which the state should prop up ailing businesses  and it
puts pressure on scarce resources. The previous Government
began to liberalize what was a highly protected economy. The
aim was to gear Spain for entry into the E.C. The Socialists,
anxious to gain the confidence  of a private sector that has held
back on investment for more than six years, may be forced to
be interventionist and halt the process of liberalization-albeit
temporarily.
The other dilemma concerns  unemployment  and public
spending. Spain now has 2 million people unemployed,  equiva-
lent to almost 76 per cent of the active population. This is the
highest level in Europe and is even higher if the low level of
female participation in the active workforce  is also considered.
Spain's economy needs to grow a minimum of 3 per cent a
year to hold unemployment steady. The average for the past
four years has been closer to 2 per cent. This level of growth
would be considered reasonable by E.C. standards,  but Spain's
level of development  is well below the Community norm and
needs to grow correspondingly  faster. The Socialists wouldlike to stimulate growth by greater public expenditure,  but the
public sector deficit is already over 4 per cent of gross domes-
tic product and this risks worsening inflation. Spain's inflation,
fueled by high wage settlements, has averaged 15 per cent for
the past three years and is well out of step with its interna-
tional competitors. In turn, exports are losing their competitive
edge and reserves  have declined through support operations
for the peseta. One of the first moves of the new Government
was to devalue the peseta by about 8 per cent against the
dollar.
The margin of maneuver of the Spanish Government is very
limited. Spain's economic difficulties are sufficiently  grave to
raise question  marks about the timing and content of negotia-
tions for Spain to join the E.C. The previous U(-D Government
made integration with Europe, coupled with North Atlantic
Treaty Organization (Nert>) membership, the main planks of
foreign policy. This was done both to consolidate  Spain's
infant democracy and to wed Spain to the mainstream of
Western decision-making. Regarding the E.C., the previous
agriculture-with its huge olive oil production, major wine
business, and substantial  citrus and early vegetable industry-
automatically  involves the whole of the E.C.'s approach to
"Mediterranean" agricultural  produce. The French, and to a
lesser extent the ltalians, have their own interests to defend
and they are doing so vigorously.  Faced with this situation, the
new Socialist Government does not have the same headstrong
attitude to the Community. E.C. membership  is a prioriry,  but
not at the expense of Spanish interests. The Socialists  may
prefer to operate within the rerms of the existing 1970 pref-
erential agreement than rush into arrangements which would
prejudice large sectors of Spanish industry.
The Socialists  also want to place E.C. membership in a
broader context of international  relations.  Gonz|lez  and his
Ministers  want to freeze Spain's integration into the military
srructure of Nerct. They also wish to renegotiate the recently
agreed renewal of the bilateral defense treaty with the United
States. This is part of a more neutralist  stance in international-
isr affairs. The Socialists say thev do not wish to weaken  the
Thc quict allurc rf  Spoirt surt,ittcs currcttt t'ctnutmic  w()cs. A Ncrl H.rines,  I)hoto  Researchcrs
Government  laid great emphasis on a timetable of negotiation
rhat put a premium on early entry (originally it was to be
1983) with the details of membership  in second place. This
tactic foundered on the sheer complexity of dealing with the
Spanish application and the Community's  own problems.
Agreement has been reached so far on non-controversial
items like regional policy, harmonizing legislation, transport,
and rhe right of establishment.  However, there is still much
progress to be made on those matters which most affect both
Spain and the European  Communities-agriculture,  fisheries,
the customs union and the free movement of labor. Agricul-
rure is particularly  difficult,  since any discussion of Spanish
Western caffipr but equally that they do not want to be a parry
to power-bloc  politics. By so distancing  themselves, rhey be-
lieve Spain can pay more attention to historic ties with the
Middle East and Latin America-ties which, if properly devel-
oped, in turn could benefit the Western camp. How much this
conflicts  with the realities of Spain's true interests-rhe most
important  part of Spanish  trade is with the E.C.-remains ro
be seen. However. it does mean that the new Government  will
be viewing the E.C. with new and more critical eyes. The
time will be less important than the content of the E.C. offer.
Rolt'rt Ortltdrrr  is tfu Mddrid c'(D'r('sp()ttduft  ftr tbc l-inrrncill Tirlcs.
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problems by increasing foreign investment, making Portugal's
exports more competetive,  getting rid of the heavy budgetary
drain of money-losing  state industries,  keeping 1983 spending
levels to 1,982 figures and limiting wage increases to about 8
percent less than inflation. It .would be a tough iob for any
Government,  and the general  assumption is that it is practically
impossible here. Whether Balsemao succeeds  depends on
something more than good will and good arithmetic. It is
Portugal's political crisis, noted former revolutionary leader
and presidential adviser Vitor Alves, "that is responsible  for
the economic  crisis."
Portuguese leaders questioned during a recent tour of the
country stressed their belief, however' that Portugal's fragile
democracy will survive. All acknowledged,  however, that a
crossroads has been reached, when the country must finally
break out of the "marsh" of competing interests and inteqpre-
tations of what the Portuguese revolution  was, is, and should
be, and who should run it.
Eight years ago, when Portugal's young army officers re-
volted against a half century of rightist dictatorship, their first
goal was to end a decade of debilitating colonial wars in
Africa. On the home front, they promised to launch Portugal
the African colonies had been liberated. Nearly all of Portu-
gal's private enterprise had been nationalized in a move the
newly written constitution declared "irreversible." A new la-
bor code guaranteed employment security, effectively  prohibit-
ing firings and layoffs, and the Communist Pany had found its
place in the Portuguese  spectrum as watchdog  for the workers.
The revolution stumbled through a series of Governments,
first under the Socialists and, after that party fell to economic
and factional problems, under a series of interim leaders ap-
pointed by Eanes. First elected in 1976, and again in 1980, the
stern, taciturn President, an army general, had no pany of his
own, bur cultivated an image of being above the fray and
dedicated to the principles of the revolution. To oversee the
transformation  to full democracS the Armed Forces Move-
ment of young coup-makers  had formed a 19-member  Coun-
cil of the Revolution, including its own representatives along
with the President, and the chiefs of the three service
branches. The Council was to run the armed forces, and to be
a sort of unappealable  Supreme Court to pass iudgement on
the conformance  of all laws with the new constitution.
The soldiers said they had no desire to stay in Government
forever. The council would exist, the movement  said, until the
civilians were sufficiently on their feet to make democracy
Fisbing is urc of I'trtugal's bigcst industrics.  Shown  hcrc is a fish drying opcratfum. o.lohn Launois, Bhck srirr
on the road to a classless socialism in which the workers
would reign supreme. The vehicle for the transformation  was
to be democracy,  conducted by newly legal civilian political
parties thar would be buttressed by a committee of the young
officers to keep them on the right path until they could stand
alone.
It took nearly two years of political chaos, and a narrowly
averted Communist takeover, to develop the institutions  that
would guide the revolutions. When the dust settled in 1976,
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work and to revise the constitution to do away with the
military's governmental role. It was several years before that
prospect was seriously considered. In December, 1980, the
center-right Democratic Alliance coalition won elections on a
platform of constitutional  change, arguing that a modern de-
mocracy, hoping for membership in the European Commu-
nitS could not survive with a constitution that read like a
Third World manifesto  and prohibited  a mixed economy, and
whose elected Government was forced to function under theFormcrly  a ruryal hunting  rctreat,  thc Italacc of Bugan is now a Portuguese  luxury hotel. o Ceorge Holton, Photo  P.esearchers
thumb of a non-elected military council.
The next 18 months were a many-sided tug of war. When
the Government proposed the development of private-sector
industries and banks, the Council of the Revolution, with
supreme veto power, said no. When wage and price freezes
were proposed, the Communist-dominated labor unions, busi-
ness, and even the public sector, said it was impossible.
Plagued by internal rivalries in his Social Democratic-Christian
Democratic coalition, Balsemao at one point last year simply
resigned, leaving no head of Government  at all, before he was
persuaded to resume his duties.
Last October, the constitutional revisions finally were ap-
proved. Although  they addressed the institutional  problems of
the revolution by doing away with the council and taking
away much of the powers of the President to dissolve the
Government  at will, most of the economic reforms Balsemao
proposed  has to be dropped in order to gain the votes from
the Socialist opposition to win a necessary two-thirds  par-
liamentary majority.
Arguing that recovery cannot begin until Portugal's econ-
omy conforms more closely to the rest of the 'West, Balsemao
has begun a series of end runs around continuing prohibitions
on denationalizing  money-losing  industries  that include every-
thing from TAI', the national airline, to the steel industry and
firms that produce beer and cement. The plan appears to be to
drastically reduce budgeted  government payments to at least
some of the nationalized companies and to hire private man-
agement firms to run them, while giving permission  to other,
similar private enterprises to start up in competition.
The government warns that much needed foreign invest-
ment, such as a hoped for new Ford Motor Co. assembly
plant that would bring an initial $250 million investment  and
new jobs, could be scared off by the no-layoff provision in the
labor code, and that Portugal's exports will become increas-
ingly non-competetive. But changes in the code that do not
violate the constitution nor provoke a Socialist backlash or a
presidential  veto, will not be so easy. The Socialism  have their
own constituency to protect, and President Eanes increasingly
hints he may have to form his own political pany to protect
the principles of the revolution from the ravages of conserva-
tive capitalism.
The Balsemao Government also has problems from outside
the country.  Although negotiations for Portugal's entry into
the Common Market were scheduled for completion  by the
end of this year, with entry due in January 1,984, both events
are likely to be postponed. At the same time, despite Portu-
guese objections, its application continues  under joint consid-
eration with that of Spain-whose  entry is considered a much
more complex problem than that of Portugal.
The next several months are likely to be difficult ones, for
both Balsemao and for Portugal. In a recent visit to Washing-
ton, the Prime Minister appealed for help and understanding
from Portugal's Western allies, and for the world to pay as
much attention to the problems of Portuguese  democracy as it
did to the excitement of revolt. "We were in fashion in
"1.97 5 r" Balsemao said. "There was a revolution,  the threat of
a Communist takeover.  Now, we're out of the news." LatelS
he said, "we ask ourselves if it's wonhwhile to be a reliable
friend." C
Kttran l)cYtung  is thc ftrcign cdikr of The \iTashington  Post
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gan the Socialists chose to claim power in
Spain during the October elections. And
cambio is what Spain will get' even in the
country's venerable aft-cum-sport  of bull-
fighting. Miguel Cid Cebrian, a Socialist
Senator, has already made his position
known. "l  think there are a number of
things which should be changed," says
Cebrian, "to promote once again the his-
torical and cultural values of fiesta." The
increasing sameness of fiesta, bullfighters
with no real inspiration or art, mediocre
bulls as opposed  to the real casta, and de-
clining public interest  seem to have contrib-
uted to what may be described as deca-
dence. The devoted aficionados have
watched  with alarm this decline in the qual-
iry of Spain's world-famous cultural heri-
tage.
"The bulls are perhaps the most trouble-
some aspect of this degeneration"  says  a
bullfight addict. The aesthetics of rigorous
bullfighting demand a special type of bull.
In the 18th century when the art was devel-
oped, the bull was a monster compared to
modern standards. It had to be at least five
years old and could weigh up to 1,550
pounds. More important  than its weight,
however, was the bull's "caste." The look
of the animal-lustrous hair, dark erect
horns, deep chest, flat stomach, narrow
haunches, and slender legs, which were so
important in distinguishing  the animal's  pure
blood and breeding-now  seems to have
lost its value.
The fighting bull which breeders have
been trying to produce for years is known
as the pastuefto, a noble animal to be sure,
but somewhat  docile and lacking a very de-
termined charge. As a consequence of the
extinction of most ganaderias-bull  ranches
-during 
Spain's Civil Var, the minimum
age and weight of the bulls were lowered in
the post-war years. This served as a pretext
for fighting  small bulls, too pastueno to be
brave. Artificial feeding  makes them so
weak that they fall continuously  during the
lidia. ln addition it has become common
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practice to have their horns blunted  and
shaved. This very painful process  cuts the
animal's  horns down three to four inches
and is undertaken  to reduce the risks of
bloody gorings.
These changes  have made the corrida less
of a contest for the bull. The brave animal
has given way to the "collaborator"  bull, an
opponent  devoid of real cAstt, which sdrt
of roams past the matador-allowing  the
closer, more artistic style of fighting now in
detnand, but ultimately devaluating it. The
Socialists want to put an end to this "non-
contest" through a series of new regula-
tions. Miguel Cid Cebrian  would give prior-
ity to recreating the brave bull, with real
casta. To this end the Socialists are thinking
of investing in state ganaderias.
There is also a lack of star toreros, no
one to replace celebrities like Luis Miguel
Dominguin, Antonio Ord6frez or El Cor-
dob6s, who in Ernest Hemingway's words,
was the perfect example of "grace under
pressure." Even in retirement,  though, not
all have dropped completely out of sight, El
Cordob6s  made a comeback  several  years
"Buffighf' by l'abb l'icassrt (19.14). Counesy of Phillips (lollection, washingron
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ago and sdll fights a bull now and then.
Until recently, Ord6frez would sweat him-
self into shape each September to kill two
bulls in Ronda's annual "Goya" corrida,
where the performers dress in the costumes
of the famous painter's  time.
Three or four big businessmen now con-
trol most of the major rings and manage
almost all the leading toreros. The bullfight-
ers, in turn, now know in March-the  be-
ginning of the season-exactly  how much
they will be working and earning through-
out the busy months (instead of earning
their contracts  as the season goes along, the
way they used to). As a result, says a critic
in Madrid, "They just go through the move-
ments. It is not a 'fight'anymore."
Another reason for the disappearance of
the stars is the loss of glamour  and attrac-
tion of the profession. In the last century
and during the first half of this century
when Spain was predominately a rural coun-
try many youngsters  saw bullfighting as a
way out of poverty and a road to fame and
fortune. The inoney,  however,  is not what it
used to be. Ord6frez, when he was a great
star in the 1950's, could easily make today's
equivalenr  of $1 million for 50 corridas in
the season. The toreros of our day can
barely make a fourth of this. Increased so-
cial mobility and the availability of safer,
higher-paying  jobs have done away with the
lure of this profession.
This doesn't mean you can't see a decent
corrida on your next trip to Spain. With
proper guidance  you can still enjoy a good
bullfight. It is a question of choosing the
right fight and the righr torero. The best
recognized artist of our day is Antofrete. He
fights the bull with ease, natural elegance,
and art-and with a common  sense whichO [)erid Alan llrrn'cl', Virotltin  (.rrn1r
most others lack. He has reached his 50's,
however, and can't be expected to continue
forever. After Antofrete, "the" matador is
Francisco Rivera-"Paquirri."  The nran is
brave and athletic; he dominates  his animal
and is considered a good killer. A new-
comer who has gained  respect is Luis Fran-
cisco Espla. Then come a number of inter-
esting bullfighters  who are not quite stars:
Nifro de la Capea, Angel Teruel, Palomo
Linares D6maso, G6nzalez,  and Ruiz
Meguel.
The next big question is where to see the
fights? A bullfight lover's paradise  is defi-
nitely Pamplona,  the small city in northern
Spain. f)uring the festival of San Fermin,  the
bulls due to be fought in the afternoon  are
let out in the rnorning and run through  the
streets to the bullring.  During the entire sec-
ond week of July, the enthusiasm  never
dies. There  is always a band marching  in the
streets, locaf people dancing to a jota, and
fireworks at night, with the reedy airs of
oboes and drums in the background. If you
go to Pamplona, keep in mind that it nray
be safer to take pictures of the locals run-
ning with the bulls, than to have one taken
of yourself.
If you are more interested  in professional
bullfighting than folklore, there is the San
lsidro fair of Madrid. The celebrations are
centered around May 1-5, the feast day of
San lsidro, the patron saint of the Spanish
capital. The bullfighting portion of the fair,
which rnade its first appearance  in '1947 , has
come to be the most characteristic feature
of the celebrations and offers the besr cor-
rida in Spain. Countless  bullfight enthusiasts
attend the fair, which is held in what's con-
siclered to be one of the world's best bull-
rings. In addition, the San Isidro fair is
sometimcs  the setting for what is known as
la confirmacitm  de la alternatiua which in
taurine terms refers to a bullfighter's ceni-
fication, when he kills his first bull in an
official fight. One well known fighter to
rake this step during the celebrations  of the
San lsidro fair was Cayetano Ord6frez, elder
son of "el niitct de Ia palmA" and brother of
the celebrity Antonio Ord6frez. All fighters,
once they have passed  the ahernatiua  in any
one of the world's bullrings, must then
come to "confirm" it in the Plaza de las
Ventas in Madrid.
If you want a more complete picture of
Spain, not iust a bullfight fiesta,  Seville may
be the city to visit. The most exuberant of
all the festivals in Spain is the Feria de Sevi-
lla and the Holy \ileek festival  beginning  on
Palm Sunday. Cathedral  services and mag-
nificent Easter processions are organized  ev-
ery night. Holy Week is followed by the
April Fair, when the entire city becomes  a
fairground. In the mornings  there are pa-
rades of carriages carrying beautiful  women
in rich flamenco outfits. During the d"y
there are bullfights  and at night there is fla-
menco everywhere. It is highly recom-
mended that hotel reservations be made
well in advance, for there will not be a
single bed in town for the traveler who de-
cides to come at the last minute.
If you are a dedicated  afickmado  de toros,,
you can see nearly a hundred corridas  in the
course of a season,  traveling all over Spain.
You can start in March, with the festival  of
La Magdelena  in Castellon; move on to Se-
ville in April, Madrid in Mry, Pamplona
and back to Valencia in July; then go to
Malaga in early August, Vitoria and Bilbao
in September, and on to the fairs of Castille
-Salamanca, 
Valladolid,  and Logrofro. The
season  ends in October with the festival of
El Pilar, Zaragoza. This "route of festivals"
is an excellent way to get to know all of
Spain-its different customs, dialects, peo-
ple, and regional  cuisine.
If you want to see bullfighting, but can't
endure the blood and the gore, then go to
Portugal.  Portugese  bullfighting has two
unique features:  The bull is not killed and
rhe ktrero fights on horseback.  Although
this version is also known in Spain (as
rejoneo), it is much more popular in Portu-
gal. It can be spectacular to watch as five or
six different horses participate in each fight
and their movements are extraordinary.
There are also salteadores, men who pole
vault over the charging  bulls. For aficio-
nados, however, Portugese bullfighting is
not as serious, precisely  because  the bull is
not killed. Nevertheless, it is an exibition of
superb horsemanship.  The bullfight season
of Portugal  generally starts in June and ends
in August with the main festivals in Evora,
Montijo, Villa Franca de Xira, Setfbal,
Santer6m. In the Algarve,  where the weather
is warmer, there are bullfights in winter.
Nil I'apa is a frca lance u,ritcr liuing in Madrid.
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Ten years after the first enlargement of 
the Community, H. Peter Dreyer looks at the 
progress of  European Political Cooperation. 
Last October the Foreign Ministers of the 10 
European Community member countries con-
vened  informally  in  Nyborg  on  the  Danish 
island of Fyn.  Technically this meeting within 
the framework of European Political Cooper-
ation  (EPC),  held  away  from  the  hustle  and 
bustle  of national  capitals,  was  a  routine  af-
fair.  Yet  the  scope  of the  ministers'  discus-
sions-which ranged from U.S.-E.C.  relations 
to the problems of Poland and the Near East 
-was clear proof of how significant the Eu-
ropean Political Cooperation concept has  be-
come in  the course of the past decade. 
European  Political  Cooperation  did  not 
start  with  the  first  enlargement  of the  E.C., 
now 10 years ago when the United Kingdom, 
Ireland, and  Denmark  became  members.  But 
it  is  undoubtedly  fair  to  say  that,  while  in 
many  respects  this  event  did  not measure  up 
to the previously held optimistic expectations, 
it did give a major impetus to the concept of 
European Political Cooperation. 
Then, also, it is probably more than a coin-
cidence  that  the  theoretical  foundations  for 
this concept were created at the same summit 
meeting  at  The  Hague  in  December  1969 
which,  after  years  of  hesitation,  finally 
opened  the  way  for  meaningful  negotiations 
with those European nations which were anx-
ious  to  join.  Foreign  Ministers  were  re-
quested,  with  an  eye  on  the  enlargement  to 
come,  to  study  the  best  manner  in  which 
progress  in  the  field  of political  unification 
also might be achieved. 
The result of this study, known respectively 
as  the Luxembourg report and the Davignon 
report, evolved in  late 1970. Reinforced, as it 
were,  but not materially changed, by  the Co-
penhagen  report  in  1973, the  study  made  it 
quite clear that such cooperation as  might be 
desirable  as  well  as  feasible  would  be  a  co-
operation among  states  which  retained  their 
full  sovereignty.  Equally,  while  there  might 
exist a moral obligation to abide by  the rules 
of cooperation, there  neither was  nor would 
be a legal  one:  In  theory,  each  member state 
would  be  free  to  pull  out from  one  day  to 
the next. 
Within  those  limitations,  as  well  as  the 
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more specific  ones  to  be  enumerated subse-
quently,  European  Political  Cooperation's 
overriding objectives were and remain  1)  the 
quest for  better mutual  understanding of the 
great  international  policy  problems  and 
2)  the  harmonization  of points  of view,  the 
concertation  of  attitudes  and,  where  this 
might  be  possible  and  desirable,  actions  in 
common.  The  exchange  of information  and 
regular consultations are  the principal  means 
to attain those objectives. 
European  Political  Cooperation  might  not 
have  done as  well  had  its  first  major "test" 
not been the preparatory work-precisely 10 
years  ago----for  the  Conference  on  Security 
and Cooperation in  Europe (cscE)  in  Helsinki. 
There, with  the  countries  about to formally 
join  the  E.C.  fully  participating  in  the work, 
the Community member states surprised both 
the  Soviet  Union  and  other third  nations-
and  themselves,  for  that  matter-by  their 
ability  to work together and  to evolve  com-
mQn  viewpoints.  They  "discovered"  that to-
gether they pulled infinitely more weight than 
they would have done severally. 
Since  then, it can be  said,  European Politi-
cal  Cooperation "has been in  business." This 
is  not to say  that it  has gone from success to 
success.  There  have  been  setbacks  as  well. 
Thus,  for  instance,  while  it  has  been  alto-
gether useful many times to operate as  one in 
the United Nations, there have been plenty of 
occasions,  too,  when  the  Nine  were  unable 
to agree on a common attitude in  this forum. 
Since  the  Nine  became  Ten  when  Greece 
joined the E.C.,  elaborating a  joint approach 
often has  become more difficult still.  To take 
in example the Near East declaration adopted 
at  the  European  Council  in  Venice  in  June 
1980, it came to be recognized that the E.C. 
member countries,  even  when  operating  to-
gether,  did  not  possess  enough  influence  to 
really  implement  the  stance  for  which  they 
had  opted. Or,  following  the invasion  of Af-
ghanistan  in  December  1979, European  Po-
litical  Cooperation  turned  out-as everyone 
now will agree-to be  too slow and cumber-
some an instrument. 
There have been many other cases and situ-
Since the first enlargement of the Community a decade ag, 
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ations,  however,  where  European  Political 
Cooperation has  been a useful and profitable 
instrument. This has  been so  in  dealings  with 
the Arab  countries  and  with  the  Association 
of South  East  Asian  Nations  (ASEAN),  for  ex-
ample: Political discussions with the ASEAN  na-
tions  in  late  1978  made  it  possible  for  the 
Europeans to play a far more active part than 
would  otherwise  have  been  possible  at  the 
Refugee Conference in July 1979. In  another 
instance, it  was due to the existence of Euro-
pean Political Cooperation that in  1981 some 
help  for  Poland, eventually to take the form 
of food aid, could be envisaged. 
The chief benefit of European Political Co-
operation very  likely  has  been  that it  permits 
individual  E.C.  member  countries  to  some-
what modify their policies in  any  given  situa-
tion,  should  they  so  wish,  rather  more  than 
they would be able to individually. Thus, vis-
a-vis  the Arab  world, it  has  become possible 
for the Netherlands and  France,  originally at 
opposing ends of the political scale, to move tropean political cooperation has made progress.  Shown here are  demonstrators both for and against Britain's 
somewhat (and without therefore losing cred-
ibility)  toward  the  more  common  middle. 
Somewhat along the same lines,  participation 
in  the European Political Cooperation process 
has made it  easier for the Federal Republic of 
Germany to adopt a more critical attitude to-
ward  Israel  than  it  could ever  have  done on 
its own. 
The  essence  of  European  Political  Co-
operation  is  the  member  countries'  foreign 
policy  vis-a-vis  third  nations.  Consequently, 
the  problems  involving  Northern  Ireland, 
which exist between the United Kingdom and 
Ireland, are not a subject for European Politi-
cal  Cooperation discussions. There are several 
other off-limits topics: 
•  Anything  concerning  West  Berlin  is  never 
discussed.  This  is  a  matter  for  quadripartite 
debates-that  is  between  the  three  powers 
with  forces  stationed  in  the  former  German 
capital  (the  United  States,  United  Kingdom, 
and France) and the Federal Republic of Ger-
many. 
•  Less  formally,  problems  of  the  Maghreb 
have  not  come up  in  the  European  Political 
Cooperation context either. 
•  Relations with  other West  European coun-
tries, which  in  practice means primarily those 
of the  European  Free  Trade Association,  ap-
pear to be so smooth that there seems never 
to  have  been  any  need  for  E.C.  nations  to 
coordinate their policies where they are con-
cerned. 
•  Most  important  of all,  European  Political 
Cooperation does not busy itself with security 
policy questions. European Political Coopera-
tion and the North Atlantic Treaty Organiza-
tion  exist,  as  it  were,  in  totally  separate 
worlds.  This  is  a  distinction  to  which  the 
French and the Irish  Governments in  particu-
lar attach great importance. 
It  was  at  French  insistence,  incidentally, 
that in  the early years  European  Political  Co-
operation meetings were kept strictly separate 
from  those  of institutions  of the  E.C.  itself. 
This  led  to  the  bizarre  situation  in  197  3, 
when  Denmark  held  the Council  presidency, 
where Foreign  Ministers convened in  Copen-
hagen  one  morning  to  discuss  the  conse-
quences of the Yom  Kippur war, then flew to 
Brussels in  a Danish military aircraft to attend 
a  routine Council of Ministers  meeting there 
the same afternoon. Since then, such artificial 
"frontiers"  between  European  Political  Co-
operation  and  E.C.  activities  have  come  to 
disappear.  Similarly,  while at the outset there 
was virtually no link at all  between European 
Political  Cooperation and  the  E.C.  Commis-
sion,  the  latter  has  gradually  come  to  be 
closely  associated  (as  was  laid  down  in  the 
Copenhagen report)  with all  European Politi-
cal Cooperation work. 
At  the  same  time,  the  European  Political 
Cooperation  structures,  which  have  devel-
oped in  the course of the years and which are 
still  distinctly rudimentary compared to those 
of the E.C., make it quite clear that these are 
entirely  intergovernmental  operations.  Its 
chief "institutions" can be said to be: 
•  The  meetings  three  times  per year,  along-
side the sessions of the European Council, of 
the Community's heads of state and Govern-
ment. 
•  The  informal  meetings  once  every  SIX 
months  of  Foreign  Ministers.  There  are  the 
so-called  Gymnich  meetings,  named  after 
Schloss  Gymnich  near  Bonn  where  the  first 
one was held in  197  4. 
•  Get-togethers of ministers every six  months 
in  the capital of the member country holding 
the Council  presidency.  The way  things  have 
developed  in  practice,  ministers  meet  much 
more often than that, usually  before or after 
their  normal  Council  sessions  in  Brussels  or 
Luxembourg. 
•  The political  committee. Composed of the 
political  directors  of  the  member  countries' 
State  Departments,  it  ordinarily  convenes 
once a  month and acts as  a  steering commit-
tee  for  all  European  Political  Cooperation 
work. 
More no doubt could  be said about Euro-
pean  Political  Cooperation's  successes  and 
setbacks,  advantages  and  deficiencies.  Per-
haps,  though,  its  main  significance  might  be 
sought elsewhere. It provides additional proof 
that,  while  the  integration  process  is  a  slow 
and cumbersome one where things hardly ap-
pear to be moving at all  from one year to the 
next, progress will  be unmistakable and mani-
fest  when  measured  over the  span  of a  de-
cade.  E 
H.  Peter  Dreyer reports from  Brussels for  the Jour-
nal of Commerce 
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Over the past decade, a new force has swept into the arena of 
world airliner  manufacturing-a field  long dominated  by  the 
famous U.S. names, such as  Boeing, Lockheed and McDonnell 
Douglas. This comparative newcomer is  Airbus Industrie, little 
more than  10 years  old, but already a potent rival  to the U.S. 
industry. 
Airbus  Industrie  is  a  European-based  consortium, compris-
ing  Aerospatiale  of France,  British  Aerospace  of the  United 
Kingdom,  Deutsche Airbus  (Messerschmitt-Bolkow-Blohm) of 
the  Federal  Republic  of Germany,  and  Casa  of Spain  as  the 
full  members of the group. There are also several "associates," 
including  Fokker  of  the  Netherlands  and  Belairbus  of  Bel-
gium,  which,  while  not full  members, nevertheless  undertake 
subcontracting work on parts for the Airbus family of aircraft. 
All  of these  parts  flow  in  to a  central,  final  assembly  line  at 
Toulouse, France. 
Airbus  Industrie  is  currently  building two principal  versions 
of  the  Airbus,  the  big,  250-seat  twin-engined  wide-bodied 
short to medium range A300, and the smaller, 200-seat, twin-
engined,  wide-bodied  short-to-medium  range  A31 0.  Deriva-
tives  of both  aircraft  are also  under development, giving  im-
proved range  and payload  performance. The A300  is  already 
in  service worldwide, with  192 aircraft delivered to 30 airlines 
worldwide.  The  A31 0  is  nearing  the  end  of  its  flight  test 
program, and is  due to enter service (with Swissair,  Lufthansa, 
and Air France) next year. Total orders for all  Airbuses to date 
amount to 350 aircraft (248  A300's and 102 A31 O's,  exclud-
ing options, which amount to more than another 150 aircraft). 
In  all, 46 customers have ordered aircraft in  the Airbus family. 
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The Airbus  has  swept through  world  markets  traditionally 
regarded  as  the  preserve  of the  American  manufacturers and 
the  spread  of Airbus  customers  is  global-an  almost  clean 
sweep in  Europe, north and west Africa, the Middle East, and 
southeast  Asia  in  the  short-to-medium  range  wide-bodied 
twin-engined market. 
Of  the  orders,  all  except  one,  for  Eastern  Airlines,  have 
been outside the United States. Production of the Airbus fam-
ily  is  now mounting-from the present level  of 4.8 aircraft a 
month to five  a month in  1983 and six a month in  1984-to 
meet  present  contractual  delivery  commitments.  Despite  the 
recession,  which  has  severely  depressed  the world market for 
all  types  of  aircraft,  Airbus  Industrie  has  continued  to  do 
reasonably  well.  During the first  10 months of 1982, Airbus 
Industrie won orders for 19 aircraft, representing some 65 per 
cent of world sales of short-to-medium range  equipment dur-
ing the year, although this figure is  likely to have been changed 
substantially as  a  result  of some sales  success  in  the last  few 
weeks of the year by the U.S.  manufacturers. 
It  is significant that all of the Airbus sales in  1982 have been 
outside the United  States.  So  far,  Eastern  remains supreme as 
the  only  Airbus  purchaser  in  the  United  States,  although  a 
number of other operators  in  that  country  have  sought  de-
tailed information on the aircraft, and several are known to be 
watching the performance of Airbus with Eastern very  closely. 
While  it  cannot be  considered  usual  for a  foreign  aircraft  to 
win  major sales  in  a  country so dominated by  major compet-
ing  manufacturers as  the United States, Airbus  Industrie's lack I 
of success so  far  is  remarkable, especially for an  aircraft with 
such  a  recognized  high  standard  of  in-service  performance. 
One has  to  look  more  deeply  into  the  situation,  to find  the 
reasons. 
One of the most common attitudes inside the United States 
toward the Airbus  is  that it  is  a "foreign" aircraft, and is  thus 
something of a  menace  to the U.S.  aerospace  industry,  to be 
beaten off at all  costs.  If  a  U.S.  airline  buys  it,  that airline  is 
being in  some ways "anti-American." In  fact, nothing could be 
further  from  the  truth.  No only are  the engines  in  both ver-
sions of the Airbus now available-the A300 and the A310-
of American  manufacture,  from  either Pratt and  Whitney  or 
General Electric, many of the systems used in  both aircraft are 
also  of U.S.  origin.  Thus, in  all,  it  is  estimated  that about 33 
per cent of any Airbus by value is  of U.S.  design, development, 
and manufacture. Every time an Airbus is  sold anywhere in  the 
world,  the  U.S.  aerospace  industry  benefits  to  the  extent  of 
perhaps $12 million to $15 million. 
At  the same  time,  the value  of spares  likely  to be  sold  by 
U.S.  industry  to the operators concerned-over the  15 years 
or so of life in  service of the aircraft-is also likely to be many 
times that initial  amount. With close  to 350 Airbuses sold to 
date (of which  192 are  in  service), the U.S.  aerospace industry 
has  already  benefited  to something like  more than $5.25  bil-
lion of business,  and  this  figure  is  expected to rise  steadily as 
further Airbuses are sold.  Since  Airbus  Industrie believes  that 
by  the end of this century a total of well  over 1,000 Airbuses 
of all  types  will  have  been sold worldwide, the benefits to the 
U.S.  aerospace industry will  clearly  be  massive,  amounting to 
between  $15  billion  and  $20  billion,  excluding  the  value  of 
spares.  This situation will  not change, even if new versions of 
the Airbus come along, since U.S.  manufacturers will  continue 
to find  their engines  chosen  for  those aircraft,  even  if a  rival 
Rolls-Royce powerunit should also be available. 
Airbus  Industrie  is  considering several  new types  of aircraft 
to  add  to  the  Airbus  family-the  A320,  a  150-seat,  rwin-
ecgined,  "semi-" wide-bodied  jet;  the  TA9,  which  will  be  a 
lengthened, twin-engined A300; the TAll, a long-range, four-
engined  220-seater;  and  the  TA12,  a  medium-to-long  range 
twin-jet  with  220 seats.  In  addition  to  these,  however,  there 
will  be  a  long-range  version  of the  A31 0,  called  the  A31 0-
300,  the  launching  of which  is  practically  decided  upon  to 
expand and improve the existing production line. 
While Airbus Industrie's current preference, after the A310-
300,  is  to  launch  the  150-seat  A320~for which  it  sees  a 
marker  of perhaps  over 1,000 aircraft through  to the end  of 
this century-and although a considerable amount of derailed 
design  has already been done on that aircraft, there is  still  no 
agreement among the Airbus  Industrie  partners on such  mat-
ters as  cost and work sharing on its development. 
Nor has the question of government support costs yet been 
settled.  Since  all  the  major  Governments  involved-French, 
German, and British-will be  required to invest in  their aero-
space industries for the A320 venture, no formal  launch deci-
sion can emerge until their agreement has been secured. 
Nor is  there yet  any  engine  for  the A320.  Although  Rolls-
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nese Aeroengine Industries, in  conjunction with Fiat  Aviazione 
of  Italy  and  Motoren  und  Turbinen  Union  of  the  Federal 
Republic of Germany, have been discussing the possibility of a 
major new consortiun1  to build  the necessary engine  for such 
an  aircraft,  there  is  so  far  no  agreement.  Even  if  such  an 
agreement fails  to emerge, however,  it seems likely  that there 
will  be  two  competing engines-the RJ500  from  the  Rolls-
Royce  and  Japanese  Aeroengine  consortium,  and  a  rival 
powerplant  from  Pratt  and  Whitney,  supported  by  Fiat 
Aviazione  and  MTU  of  the  Federal  Republic  of  Germany. 
Thus,  there could still  be a  substantial U.S.  aerospace content 
in the A320, as and when it  emerges. 
Many  operators  round  the  world,  who  already  use  U.S. 
engines  and  equipment  in  their  existing  airliners,  would  be 
bound  to  want  "engine  compatibility"  if  they  bought  the 
A320.  That  would  mean  selecting  U.S.  engines.  The  same 
applies  to  other  prospective  aircraft  in  the  Airbus  Industrie 
long-term  strategic  plan.  No  matter  which  other  aircraft  is 
build-TA9, TAll, or TA12,  or even  some other design  as 
yet  unheard  of-the world's  airlines  will  have  this  choice  of 
powerplants  between  Rolls-Royce/ Japanese  or  American, 
while they  wiU  also  be free  to choose whatever other sources 
of equipment  (for  such  items  as  navigation  aids,  furnishings, 
galleys  and so on)  they  desire.  The U.S.  content of whatever 
the Airbus family develops in the future will  thus remain high. 
There remains  the question of eventual U.S.  orders for the 
total aircraft itself, apart from engines and equipment. So  far, 
only  one  U.S.  airline,  Eastern,  has  ordered  the  A300-34 
aircraft,  26  of which  are  in  sen ice,  making  that  airline  the 
biggest  single  buyer  so  far  of Airbuses.  Eastern  likes  the  air-
craft,  and  is  making  money  with  it.  The  failure  of  Airbus 
Industrie  to  win further  orders  inside  the  U.S.  market  is  not 
for  lack  of  vigorous  sales  efforts,  despite  the  fierce  compe-
tition  that  has  been  launched  against  it  by  the  indigenous 
American  manufacturers-Boeing, Lockheed, and McDonnell 
Douglas,  with  the  7 57,  7 67,  and  DC9-80  twin-engined  jet 
airliners. Airbus lndustrie has  been able to offer a good prod-
uct  at  just  as  favorable  a  price,  and  in  some  cases  an  even 
better price,  than  its  U.S . .  rivals.  The problem  bas  been  that 
almost psychological  one,  mentioned  earlier,  in  the  minds of 
the  U.S.  airlines  that  to  buy  Airbus  is  ro  " buy  foreign," 
thereby letting down  the American side.  At  a  time of increas-
ingly  protectionist  U.S.  attitudes  roward  overseas  trade,  this 
has b  en an almost insuperable barrier tO Airbus sales. 
Every effort is  now being  made to break down this  barrier. 
The Airbus  Industrie  alesmen  are  increasingly making it  clear 
that the  Airbu  is  as  much American as  British,  French, Ger-
man, Spanish  or whatever, and that indeed the United States is 
the  biggest  single  source of supply to  the  overall  Airbus pro-
gram.  Slowly,  the  message  is  getting  through.  When  coupled 
with  the  fact  that  undeniably  the  Airbus  is  an  exceptionally 
fine  airplane,  with a  consistently high  record of on route reli-
ability and punctuality  and  a  clearly  good profitability record 
(which  accounts  for  its  equally  undeniable  sales  success  in · 
other  parts  of  the  world),  more  and  more  U.S.  airlines  are 
studying it  closely.  It is  not  beyond  the  bounds of possibility 
that furtber Airbus sales will  materialize in  the U.S.  market in 
the years ahead. 
Pi  rre  Pailleret,  Airbus  Industrie's  senior  vice  president  of' 
marketing, said  recently that every  time an  Airbus was  sold, it 
generated as  much  business  in  the U.S.  community as  did  the 
sale  of a  M.cDonnell  Douglas  DC-9.  Airbus  Jndustrie  has  an 
important relationship with the  U .. capital markers,  whereby 
sales  of  the  Airbus  worldwide  are  financed  in  part  by  U.S. 
capital,  with  substantial  interest  earnings  spread  over  many 
y ars.  "This  is  an  international  industry,"  said  Pailleret.  "\X!e 
are all  inter-related tbroug.h a global life-line in  good times and 
in  bad.  Airbus  is  determined to  remain  a  strong number two 
and we are tOtally convinced that the only way to do this  is  ro 
offer excellent aircraft and product support, and work hard to 
keep our customers healthy." E 
Michael Donne reports on the airline indu-try for the  Financial Times. EUROPEAN ECONOMIC REPORT 
Three times a year (March, July, and November) the EC Com-
mission publishes a report entitled European Economy. 
The  November  issue  contains  the  Commission's  proposal 
for the annual report on the economic situation in  the Com-
munity.  This  report,  which  the  Council  adopts  in  the  fourth 
quarter of each  year,  establishes  the  economic policy  guide-
lines  to  be  followed  by  the  Member States  in  the  year  that 
follows.  The November issue  also contains the Commission's 
annual economic review,  the background analysis  to the pro-
posed annual  report.  In  March of each year,  European  Econ-
omy gives  a  review  of the  current economic situation  in  the 
Community and,  in  July,  reports and studies  on problems of 
current interest for economic policy. 
The  reports  and  series  are  available  to  Europe's  readers; 
subscription and information can be found on page 56. Shown 
here  are  samples  of  the  kind  of graphic  information  in  the 
reports and series. 
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THINKING 
JASPER BECKER 
We  are  used  to government intervention when industrial sec-
tors like steel, or shipbuilding, or textiles run into difficulties; 
it is  something new,  though, when governments become con-
cerned about an industry growing at a  rate  of 10 per cent a 
year worldwide.  The information  technology  industry  in  Eu-
rope is  expanding even  faster.  At 13 per cent a year, it should 
by  1990  equal  the  present  gross  national  product  of  the 
United  Kingdom.  The industry  is  moving so fast  that around 
half the products on the market today did not exist three years 
ago. 
The  recent  collapse  of AEG  Telefunken,  the  German  elec-
tronics giant, is  just one sign  that Europe's electronics industry 
is  being gravely  threatened by Japanese and American compe-
tition.  The European  Community  is  convinced  that  it  is  not 
only in  the field of mass-produced electronic goods that Euro-
pean  companies  such  as  AEG  are  in  trouble,  but also  in  the 
research  <md  development that is  creating the  third  industrial 
revolution. This includes the production of microchips,  com-
puters, software, telecommunications, office equipment, com-
puter-aided design  and manufacturing, and, in  fact,  the appli-
cation of microelectronic technology in  virtually  every  aspect 
of modern life. 
Europe supplies  less  than  15 per cent of the world micro-
processor market. Japan and the United States each supply 40 
per cent,  although  the  E.C.  as  a  whole  is  calculated to  have 
spent $470 million on development compared to Japan's ex-
penditure of $240 million.  Similarly, Japanese researchers reg-
ister  four  times  as  many  patents  as  those  in  the  E.C.  do, 
although  the  Community  spends  twice  as  much  on  research 
than Japan.  At the same time,  Europe is  becoming more and 
more  dependent  in  high  technology  fields  on  licenses  from 
outside the  European Community.  As  it  is  now,  only 40 per 
cent  of the  European  market  in  information  technologies  is 
held  by  local  companies and Europe is  dependent on outside 
supplies for 65 per cent of its integrated circuits. In  mainframe 
computers along, IBM has a turnover which exceeds that of the 
10 largest European companies put together. 
The risks  of dependence on outside sources  of supply  for 
both components and technological  know-how were  thrown 
into  sharp  relief  by  last  year's  dispute  over  the  Siberian  gas 
pipeline.  On a  national  level  several  initiatives  have  been  an-
nounced this year. The biggest is  the French plan to spend $20 
billion  in  the  next  five  years  in  new  investments  in  largely 
nationalized  electronics  industry.  Several  initiatives  have  also 
been  launched  by  the  E.C.  Commission  over  the  past  two 
26  EUROPE january-February 1983 
ON MICROCHIPS 
years, such as  the multiannual program for the data-processing 
industry. This and other measures are being dwarfed by a new 
and  unprecedented  venture:  the  European  Strategic  Program 
for  Research  and  Development  in  Information  Technologies 
(Esprit). 
It differs  markedly from  other from  anything else  ever un-
dertaken  in  the  field  of  research  and  development  by  the 
European Community. It aims to pool the long-range research 
carried out by  Europe's leading electronics companies over the 
next decade.  In  this way,  the Commission hopes that some of 
the basic  handicaps under which  the industry  is  laboring will 
disappear.  The  Europeans  suffer  from  a  duplication  of  re-
search  which, divided  into too many  units,  fails  to reach  the 
"critical mass" needed to match the coordinated efforts of the 
Japanese. This lack of cohesion affects public purchasing, stan-
dards,  and  educational  qualifications.  All  of  which  work against  creating the economies of scale  necessary to compete 
successfully. 
Esprit will bring together around one table not only national 
governments, but ICL, GEC,  and Plessey from the United King-
dom; Siemens, AEG, and Nixdorf from the Federal Republic of 
Germany;  CII-Honeywell-Bull, Thompson-CSF,  and CIT-Alcatel 
from France; Olivetti and SET from Italy; and Philips from the 
Netherlands.  Thus,  the  impact  will  not  be  restricted  to  the 
research  work itself,  but will  create a new awareness of how 
European industry can work together. 
Most research and development programs which the Com-
mission  has  launched  in  the  past  have  either linked  govern-
ment-sponsored research institutions working in  such areas as 
nuclear safety or have involved subsidizing research carried out 
between two or three companies from different member states 
on selected projects. The Esprit program differs radically from 
this sort of cooperation. It will last 10 years, involve more and 
larger companies, and the money involved could total $1  bil-
lion. It will  also  be funded half by  the companies themselves 
and half from  the European Community's budget.  Instead of 
being  controlled  by  officials  in  Brussels,  it  is  proposed  to 
establish  an  independent  committee  drawn  from  industry  to 
manage  the program. The Commission feels  that it  lacks  the 
expertise and the staff. 
Quite how this would work is  not yet clear.  So far the E.C. 
member states have approved the program in principle and at a 
meeting  of Science  Ministers  last  November,  approval  for  a 
pilot stage was given.  An  expenditure of about $22 million is 
planned  for  a  series  of projects in  organizing  the whole pro-
gram. Since there is  no time to be lost, the Commission hopes 
the  projects  will  be  able  to  begin  early  this  year.  The pilot 
projects for which tenders can soon be made include advanced 
micro-electronics,  namely  very  large  scale  integrated  circuits 
(VLSI),  software  technology,  advanced  information  processing 
which will enable computers to respond to spoken commands; 
office automation such as  the development of technologies for 
multimedia  handling  of text,  picture  and  voice  at  the  same 
time;  and projects in  the  field  of computer integrated  manu-
facturing. 
These and  other areas  of pre-competitive  research  will  be 
tackled  more  fully  in  the  complete Esprit  program:  the pro-
duction  and  development  of customized  integrated  circuits; 
the  development of fourth and fifth  generation computers-
which  means  in  fact  the  creation  of an artificial  intelligence, 
computers which  can  solve  problems with  some  measure  of 
independence and which  respond to speech instead of inputs 
of  cumberously  prepared  data  entries;  the  development  of 
software  systems  which  are  portable,  that  is,  which  can  be 
used  for  different  tasks  and on different  hardware;  and  new 
breakthroughs in  office filing and retrieval systems,  as  well as 
automation  in  the  factory.  Esprit  will  not  replace  national 
programs, nor create a  kind  of cartel,  but will  bring a  Euro-
pean  dimension  to  many  companies  which  are  in  danger  of 
loosing the battle to win  a  major share of the European and 
world markets for new technologies and of being relegated to 
the second rank. E 
j asper Becker is a husiness writer hased in Brussels. 
FOREIGN LANGUAGE TRANSLATION: 
IN THE INTERNATIONAL MARKETPLACE, HOW WELL YOU 
DO IT COULD DETERMINE HOW WELL YOU DO! 
Weidner's Computer-Assisted Translation 
System can help you do it better. 
More and more frequently, important busi-
ness, governmental, and cultural documents 
must  be  translated  into  one  or  more 
languages. 
liT Europe, MITEL  and OOTS  ore among the 
corporations that rely upon the  WCI (Weidner 
Communications Inc.) System to improve 
their translation capability. 
Introducing The First Translation System 
Based On  The Personal Computer 
Finally, a machine-assisted translation 
based on the cost-efficient personal compu-
ter.  The  WCI  Computer-Assisted  Translation 
System mol~es  the translator's  worl~  foster, easier, 
and more cost efficient. 
Here's what your WCI  System  includes: •  The 
Translation  Software  Pocl~oge •  A  Powerful 
Personal  Computer •  A  Winchester  Disc  Drive 
•  A Letter Quality Printer. 
The WCI Computer-Assisted Translation System: 
Increases  ProductiviN:  "With proper terminology and 
dictionary building we hove achieved a productivity 
level  of 1  0,  000 words per terminal  in on eight hour 
day." Peter C.  Jaques, OOT S,  Munich, Germany. 
!\educes Costs: "Since we hove included WCI's system in 
our electronic publishing method, our translation costs 
have been reduced by 70%". Mil~e Hundt, Translation 
Supervisor. MITEL Corp., Ontario, Canada. 
Also  Available:  WCI's  Unique  Personal 
Computer Based Multi-lingual  Word  Pro-
cessing System. 
Be convinced in any language! Contact: 
\¥ 
Weidner Communications Inc. 
Weidner Communications /nc./ 231  0 5/~okie Valley r\d. 
Highland Pari~ ,  Illinois 60035 
Attention: t-k. r\obert Adams/Tel. 312-432-4710 
EuRO PE January-February  1983  27 Theodoros Angelopoulos' Alexander the 
Great,  Joseph Losey's  The  Trout,  Maurizio 
Nichetti's  Tomorrow  We  Dance,  Orlow 
Seunke's The Taste of  Water,  and nearly two 
dozen other new and recent films  from nine 
European countries will have their Washing-
ton premieres at The AFI Theater beginning 
February 2.  For three weeks thereafter the 
institute will  play host to some of Europe's 
most exciting talents as special guests intro-
duce and discuss their films in a gala tribute to 
filmmaking in the European Community. De-
tails are still being finalized, so watch for the 
announcement of Windows:  The  Second 
European Community Film Festival, coming 
soon to The American Film Institute Theater. 
The Second European Community 
Fihn Festival 
This festival was made possible by funding from R. J. Reynolds Industries. 
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Tangled Capital Markets
THE EC GOAL OF AN INTEGRATED  SYSTEM HAS NOT BEEN ACHIEVED.  WHY?
TOMMASO PADOA SCHIOPPA
The founding fathers of the European Eco-
nomic Community placed the abolition of
obstacles  to the free movement of capital
among the main tasks of their new venture'
along with such fundamental aims as the
elimination of trade restrictions,  the establish-
ment of a common customs tariff , the free
movement  of persons and services,  the adop-
tion of a common agricultural policy, and the
establishment of a European  Investment
Bank.
\7hile many of these aims have been
broadly attained, the creation of a genuinely
integrated European capital market still re-
mains a distant goal. After an initial spate of
liberalizing activism in the early 1950's, no
further progress  has been recorded. On the
contrary  national restrictions  have been re-
introduced  in several countries. and there is
today a marked divergence  in the degree of
liberalization  prevailing in the E.C. member
states. Instead of the development  of an inte-
grated European capital marker, we have wit-
nessed the remarkable growth of a parallel
and unregulated world-wide financial market,
the so-called  Euromarket. Why has this goal,
contrary to others, not been achieved? Is it
simply by accident? Or is there a basic eco-
nomic or other reason explaining it? Has the
goal become  obsolete, being surpassed  by
wider developments on a world scale, and/or
being undermined by continuing  national  de-
sires to preserve control over domestic mar-
kets? Or was there from the very beginning
some inconsistency  among the various Com-
munity goals?
The Early 1960's
The Treaty of Rome establishing the E.C.
provides that " . . . Member States shall pro-
gressively abolish between themselves all re-
strictions on the movement of capital"  . . .
"to the extent necessary to ensure the proper
functioning of the common market. . . ".
The E.C. Council of Ministers adopted a first
directive in 1960 and a second in 1,962,
graduating  the freedom of capital movements
according to the differing nature of'the flows
concerned, ranging from direct investments,
to financial placements  of various maturities,
to purely short-term  and potentially specula-
tive flows. and so on.
Member states were rhus unconditionally
obliged to fully liberalize movements of capi-
tal directly connected  with the flow of goods
and services (for example, for direct invest-
ments, investments  in real estate, commercial
credits),  of personal capital, and of securities
quoted on the srock exchange. The basic phi-
losophy  underlying  these initial successes on
the road to liberalization was clear enough. A
European  capital market was considered  a
necessary precondition  to economic and
monetary union within the CommunitS con-
tributing to a smooth functioning  of an inter-
national rnonetary system based on fixed ex-
change rates and completely liberalized
foreign exchange transactions.
To realize why those initial successes  were
blocked in the late 1960's and finally  re-
versed in the course of the 1970's, one needs
to trace the factual background to those
events. The first element  relates to the broad
historical perspective: The lessons of the
Great Depression-when  many countries at-
tempted to mainrain employment through
competitive  devaluations  and resorted to ex-
change and trade restrictions4were  deeply
engraved in the minds of post-war policy
makers. There was a deep recognition of the
self-defeating nature of "beggar-thy-neigh-
bor" policies and of their contribution  to
lower global employment  and welfare. Sec-
ondly, the interpenetration  of financial  mar-
kets and the degree of openness  of the indus-
trial economies were much lower than they
are todap so that policy makers were less
fearful of uncontrollable  exogenous  develop-
ments impinging on their domestic  autonomy.
Thirdln and finallS the general economic cli-
mate of the late 1950's and early 1.950's  was
also propitious  to a process of relatively har-
monious and shock-free  integration. This was'
a period of steady, non-inflationary  growth,
of easy labor supply and mobilitS and of low
and declining energy and raw material  costs.
Open-economy macro-economics  prevail-
ing in the early 1950's focused  on "insular,"
or basically independent, national  economies
and governments.  The economic  wisdom sug-
gested that, in a fixed exchange  rate regime
without capital controls,  there is in principle
no room for an independent national  policy
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strained to be used as a tool for external
stabilization. This consequence follows from
the coexistence of free capital flows and fixed
exchange rates. Both these elements were'
however, built into the Treaty of Rome as
mentioned  before.  Free capital flows were ex-
plicitly  considered  as an obiective.  Fixed ex-
change rates were an implicit pillar of the
trbaty. It should follow that the use of mone-
tary policy for domestic purposes is ruled out,
meaning  that national monetary policies  are
to be constrained by balance of payments
considerations. We cannot aim simulta-
neously at 1) free trade, 2) capital mobilitS 3)
independent domestic  monetary  policy, and
4) fixed exchange  rates. The incompatibility
between  fixed exchange rates, free capital
movements,  and independent  national  mone-
tary policies  has been referred to in economic
literature as the "inconsistent trinity." To this
trio we have added a fourth element,  that of
free trade, which is a pillar of the Rome
Treaty.
Given the treaty's explicit  provision for the
free flow of goods, services, and capital, the
choices open were to give up either the au-
tonomy of domestic monetary policy or the
system of fixed exchange rates. The latter op-
tion being hardly conceivable at the time, the
Community's  founding fathers made a defi-
nite choice in favor of the coordination of
policies. The analytical foundations of the
treaty are sound and conceptually consistent:
The subsequent inconsistency and related  dif-
ficulties  have arisen because the principle of
economic policy coordination,  enunciated in
the treaty, has remained precisely only a prin-
ciple. That is the main short-coming and- the
root of the problem: The treaty set coordina-
tion as a finality and an obiective, but failed
to provide for implemental  norms and con-
crete instruments to render it a reality.
The Early 1980's
The two Council directives of 1950 and
'1,962 marked the last progress  so far achieved
toward the liberalization of capital move-
ments. Since then there has in fact been a
reffeat. The existing imbalance  between E.C.
countries in the degree of liberalization  may
be briefly illustrated as follows. There are no
restrictions  on international flows of financial
capital in the United Kingdom  and (apart
from marginal heritages from the past) in the
Federal Republic of Germany and the Neth-
erlands. The obstacle of additional transac-
tion costs in the form of a two-tier foreign
exchange market exists in Belgium,  Luxem-
bourg, and in France. Direct restrictions  on
capital flows, which were formerly  liberalized
under the first two E.C. directives,  have been
imposed since 1958 in France, since 1974 in
Italy, and since 1978 in Denmark and lreland.
These restrictive  measures were authorized by
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the Commission, under recourse to the "safe-
guard clauses" laid down in the Treaty of
Rome and were originally authorized on a
transitory short-term basis only.
Finally the legal framework is one which
obliges us to continue along the troublesome
road of issuing directives, building European
capital market integration step by step. Added
to this is the serious drawback of very long
internal decision lags within the Community
itself and the very long implementation delays
and/or  grace periods granted.
Let me now turn to the factual background
to the present situation, looking  in turn at the
financial,  real, and policy phenomena of the
early 1980's. Firstly, the E.C. scenario of de-
tailed regulatio.ns  applied to some national
capital markets  contrasts  sharply with the ex-
istence of international financial  markets
which are global and mobile in scope' not
subject to official regulations,  and ever grow-
ing in volume. Against this background  the
continued existence of nationally  regulated
capital markets in the Communi;y  appears
somewhat  anachronistic.  The absence of a
liberalized and integrated  official capital mar-
ket within the Community  constituted a vac-
uum which was filled by private activities,
with the informal construction  of a free and
integrated  capital market outside  the Commu-
nity.
Secondly, the golden period of steady,  non-
inflationary growth which accompanied our
first liberalization successes  has been followed
by one of poor growth, price, and employ-
ment performance  throughout  the industri-
alized world. The structural imbalances in the
balance of payments situation of the major
country groupings,  and particularly  the persis-
tence of a large deficit for the non-oil devel-
oping countries, continues to mean a sus-
tained need for financing,  for compensating
international capital flows. This demonstrates'
in general, a savings-investment dissociation  at
an international  (global) level. Again, a large
need for international  capital mobility is the
consequence. Thirdly, in a world of generally
floating exchange rates, there exists, since
March 1,979, the currency  areas of the Euro-
pean Monetary System (r.vs) with fixed (but
adiustable) exchange  rates. While the "shoft
end" of financial capital transactions,  the
money markets, are tied together and inte-
grated by means of the F.Ms, the longer term
end of European capital markets, comprising
long-term  loans as well as the issue and cir-
culation of securities, is still segmented.
It is now clear that in a world of capital
mobility full insulation from external influ-
ences is impossible,  even with floating ex-
change rates. This conclusion is supported by
the following line of reasoning. The main
fundamental determinants of exchange  rates'
that is relative cost and price developments
and balance of payments positions, operate
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consistently  in the long run only. In the short
run, exchange rates may be pushed in differ-
ent directions,  away from their fundamental
eiuilibrium level, by rapidly  changing  expec-
tations influenced by a variety of factors.  The
deviation of exchange rates from their "nor-
mal" level has important real effects on do-
mestic economic activity. National  authorities
of widely open economies cannot afford a
"benign neglect" as regards their exchange
rate.
Their reaction  varies according  to their pos-
sibilities. In very general terms the situation
could be described as follows: The smaller
open economies, such as the Benelux coun-
tries, have sacrificed the independence of
their domestic  monetary policy on the altar
of exchange rate stability and free capital
flows. On the other hand, France and ltaly
have broadly aimed at insulating  their domes-
tic monetary policy and at maintaining their
currencies'  exchange rate via the use of capi-
tal controls (and other direct controls, such  as
credit ceilings). The United Kingdom did not
join the r.vs because,  inter alia, it felt that an
exchange rate commitment  was incompatible
with the lifting of exchange controls and the
pursuit of quantitative monetary  targets, to
which it gave priority.
Looking  Ahead: Policy Approaches
The comparison of the early 1980's with the
early 1950's reveals the persistence  of the old
problem  in a new environment: \JUe still have
to reconcile the four elements of free trade,
exchange rate discipline, capital mobility,  and
national policy autonomy. The problem,  and
the whole question of capital market liberal-
ization in the CommunitS has to be tackledon the basis of a consistent, and Community-
oriented,  organization of all these four ele-
ments. We may think of trade, money, con-
trol, and policy as constituting the four rings
of what must be a coherent  and organized
chain, and we may distil three policy 
^p- proaches which could' alternatively bring
about full consistency between  the four rings
of the chain. \Jile will describe them briefly, in
their pure and conceptual  form, meaning that
for clarity of exposition, we will intentionally
ignore the existence of political difficulties
and the constraints of gradualism.
"Policy coordination" looks like the road
of wisdom and simplicity, but is, in many
ways, the road of simplification  and decep-
tion. Complete and systematic consistency of
macro-policies  conducted by a group of sov-
ereign Governments  is extremely difficult for
a variety of reasons. Each Government ulti-
mately responds to its own electorate.  In ad-
dition, policy calendars do not coincide. For
monetary  policy, difficulties  are also great,  as
they concern not only calendar, but also
choice of targets, choice of instruments,
structures of the banking industry and finan-
cial intermediaries in general. Finally, policy
mixes are shaped in very different ways ac-
cording not only to choice, but also to the
institutional relationships between national
central banks and treasuries.
Complete and systematic  consistency  of
policies  achieved without any institutional  in-
frastructure  is a dream. On the other hand, to
create an international infrastructure  that
would force the dream into reality would
raise gnormous difficulties. To the extent to
which coordination  does not work, we have
different  forms of distortions in the other
rings of the chain. In ot\er words, if the pol-
icy coordination  ring in our chain of four
elements  does not hold, at least one of the
other elements is bound to come under ten-
sion and perhaps  break: trade, money, or
controls. To prevent such negative  conse-
quences, approaches have to be implemented
which tend to strengthen  policy coordination
either indirectlS  via capital market integra-
tion, or directly, via the completion of mone-
tary union.
The second policy approach,  enforcing cap-
ital market integration, conforms closely to a
cooperative Community  spirit and carries the
logic of enforcing policy coordination in an
indirect way through the institutionalization,
or organization, of a European capital mar-
ket. Detailed proposals to enact funher lib-
eralization directives and to revitalize the le-
gally established  supervising  functions  of the
Commission  and the Monetary  Committee
are the idea's basic practical ingredients.  The
proposal might however meet with the
objection  that the integration of European
capital markets  has by now become an obso-
lete or redundant goal: Financial markets
throughout the world are already linked via
the Euromarkets, which have repeatedly
proved their worth as efficient  vehicles for
international  capital mobility, and have in
practice raised the degree of integration  be-
tween different  money centers.
The third policy approach,  complete mone-
tary union, is, of course, a well-known  ap-
proach and the one most often attempted af-
ter the end of the Bretton \Woods  system had
deprived the Common Market of the vital
monetary organization required for its proper
functioning. It is therefore  not necessary to
expound on it here. Suffice it to say that the
marked attention and many studies devoted
to the question of European  monetary union
derive from the realization  that the twin goals
of free capital movements and fixed exchange
rates (explicit or implicit in the Rome Treaty)
imply a single currency  area and a single mon-
etary authority. Full-fledged European
monteary union is thus the high road to pol-
icy coordination and economic  convergence,
implementing these directly by replacing  a
number of monetary  authorities with a single,
central authority.
Solutions
In conclusion, where do we in the Commu-
nity stand today as between these three ap-
proaches of: (1) directly following  consistent
and coordinated  policies; or arriving at such
policies through either (2) capital market inte-
gration or (3) monetary union? It would seem
that on all three fronts we are, to a lesser or
greater degree, at a soft of halfway house
between, on the one hand, purely national
policy formation and, on the other, policy-
making that is entirely lodged at Community
level. It is a situation in which the Commu-
nity is still contending with the problem
posed by the "inconsistent  quaftet" of free
trade, exchange rate discipline, free capital
movements, and autonomous  domestic poli-
cies. Until a coherent, Community-oriented
organization of all these four elements  is
found, the temptation is to yield a little on
each, including even the principle of free
trade, thus calling into question the very
foundations of the Community. The problem
needs to be tackled, and in this regard there
would seem to be two broad possibilities.
The first, and certainly preferable, solution
would be to realize to the full any one of the
three alternatives  examined  above. If the will
to take the important  qualitative leap which is
involved  were to materialize, it would seem
that the way of monetary  union is still the
one likely to offer less "mechanical"  resis-
tance and the greater chances  of success. The
second,  less satisfactory but in practice more
probable, alternative is that of gradualism.
Here the transition from purely national  ap-
proaches to a Community-oriented  organiza-
tion is seen as a progressive shift in a spec-
trum, as a gradual but nevenheless on-going
process. The European Monetary Systems,
for example, may be seen as a strategic cata-
lyst in this process of integration,  enhancing
the legitimacy of each parricipant's  concern
for the others' policies and inducing E.C.
member states to discuss fundamental  issues
sooner in time, in greater depth, and in terms
of more concrete policy options than in the
pasr. €
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Credit crisis could destroy 
Eurodollar market. 
A worst-case scenario. 
HANS BELCSAK and BRIAN ZIMMER 
In  the  recent  euphoria  over  the  blossoming 
U.S.  stock  market,  financial  analysts,  inves-
tors,  and  economic  columnists  downplayed 
the  reality  of the  crumbling  financial  condi-
tions  of many  major  companies.  Regardless 
of the final  determination of winners and los-
ers  in  the  speculative  excitement,  the  total 
world picture looks more and more dismal. 
hood today of a  financial  crisis  being gener-
ated through the extremely easy  access  many 
corporations and second-tier banks have  had 
to borrowed  money  through  the  Eurodollar 
markets.  A  great  deal  of  money  has  been 
loaned, and a very large amount continues to 
be extended every  day to major corporations 
and banks on a "name" basis. The vulnerabil-
ity of this willingness to extend credit almost 
instantaneously  through  the  money  transfer 
mechanisms  of the  Eurodollar  market  has 
been  illustrated  most  recently  by  the  Banco 
Banco  Ambrosiano  was  not  a  large  market 
aberration  in  the context of the  scale  of the 
Eurodollar  market,  and  its  inability  to  meet 
scheduled payments was  far  from  a  catastro-
phe.  A  diverse  collection  of banks  were  in-
volved as  lenders, nearly all  with the capacity 
to live  with  their mistakes-so long as  some 
eventual  repayment  is  realized.  The plethora 
of recent  bank  newsletters  assuring  the pub-
lic-or at least the investing public-that the 
financial  systems  are sound, point with pride 
to  the  temporary  resolution  of  the  Banco 
Ambrosiano  crisis,  as  they  did  earlier  when 
Herstadt  Bank  collapsed  virtually  overnight. 
In  fact,  however, the Italian  banking authori-
ties  have  refused  responsibility  for  Banco 
Ambrosiano's Luxembourg foray,  while none 
of  the  major  European  central  banks  have 
taken any serious steps to correct the underly-
ing situation that led to the problem. 
Thus, we remain somewhat skeptical of the 
ability of the international banking system to 
respond  effectively,  as  the scale of economic 
crises  among  major  corporations  (notably 
those in steel and in agricultural commodities) 
is  quite severe and appears  to be continuing. 
The  gigantic  credit  exposure  of  numerous 
major  banks  to the  recently  recognized  col-
lapse of the commercial real  estate market in 
the United States is  much larger.  When these 
difficulties are added to the outstanding bal-
The world recession may eventually impose 
severe consequences for banks and major cor-
porations that are  regular players  in  the field 
of international finance.  In  particular, the Eu-
rodollar market appears extremely vulnerable 
to  a  sudden  and  violent  contraction.  This 
contraction  would  be  brought  about  by  the 
combined  economic  consequences  of  1)  a 
continued  deterioration  of  less  developed 
country  financial  positions,  2)  a  secondary 
level  impact  of the  U.S.  farm  economy  de-
pression  on  major  corporations  and  trading 
companies linked  to agriculture,  3)  a  default 
of Comecon countries, and 4) a trend toward 
security  on  the  part  of many  investors  and 
major banks. 
"  ...  panic among the money traders might be fully sufficient to 
unbundle the whole system ...  " 
The  downgrading  of major  U.S.  corpora-
tions  by  Moody's, Standard and  Poor's, and 
other  rating  services-as  economic  statistics 
pile  up  to  disfavor  many  multinational  cor-
porations  straddled  over  declining  markets 
and shrinking equity positions-offer histori-
cal  perspective,  at  best.  While  these  services 
strive  to  anticipate  trends,  a  realistic  assess-
Ambrosiano difficulties. 
[Banco  Ambrosiano,  Italy's  second  largest 
private  bank, had  lent out some $1.3  biJiion 
to various  Latin  American  subsidiaries  of its 
Luxembourg  holding  company.  Many  of 
these loans turned out to be bad, but neither 
the  Vatican  Bank  which  had  backed  the  fi-
nancial  operations,  nor  the  Italian  Central 
Bank  has  yet  bailed  out Ambrosiano's  Lux-
embourg affiliate.  The 200 creditor banks of 
the Luxembourg holding company, which are 
owed $400 million,  include  American  banks 
such  as  Bank  of  America,  Manufacturers 
Hanover's Trust Co, and First Bank of Boston.] 
"When these difficulties are added to the outstanding balances 
on defaults ... the dimensions of the potential for crisis begin 
to unfold." 
ment is  that they have rarely called accurately 
the timing or the severity with which numer-
ous  financial  giants  have  collapsed  in  recent 
years. 
This is  not to suggest  the world is  coming 
to an  end, only  that there  is  a greater likeli-
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In  fact, it may well be argued that the abil-
ity of the Eurodollar market to deal with the 
Banco  Ambrosiano  complexities  is  assurance 
that the world financial  system  is  sound and 
able  to accommodate  "aberrations"  such  as 
the  Banco  Ambrosiano  affair.  However, 
ances  on defaults  by  Mexico, Argentina,  the 
Comecon countries, and numerous lesser de-
veloped  countries, and  to the relatively  large 
number of major corporations in  the United 
States, Canada, and in  Europe now in  default 
or in  some  stage  of loan  work-out,  the  di-
mensions  of the potential  for  crisis  begin  to 
unfold. 
Within the domestic U.S.  financial markets, 
a  very  large  proportion  of  bank  assets  are 
backed  by  depo~its or some form  of "tangi-
ble"  liabilities.  In  the  Eurodollar  market, 
however,  the  largest  proportion  of assets  is 
backed  by  inter-bank  liabilities.  These  tiered 
inter-bank  liabilities  involve  many  banks 
which have made long-term funds available to 
other banks when their own source of liabil-
ities  has  been  short-term  placements.  The 
speed  with  which  these  short-term  deposits 
can be withdrawn from one bank and placed 
in  another  was  demonstrated  by  the  rapid 
shift from various eurocurrencies into billions 
of dollars  this  past  year  in  response  to  the 
high  interest rates available  for  dollar depos-
its.  Now,  many  of  these  investors.  will  be 
tempted  to convert  their  liquidity  into  fixed 
and  semi-fixed  assets  denominated  in  dollars rather than  move  them  from  the security of 
the U.S.  environment back to Europe, Japan, 
or the more secure o'f the Pacific rim nations. 
Certainly,  few  of  these  short-term  deposits 
will  flow  back to Latin America or the Mid-
dle East. 
Adding  to  this  litany  of problems  will  be 
the  deficit  financing  requirements  of  most 
major  European  Governments  and  a  large 
number of second tier nations with remaining 
borrowing  capacity.  The  recession  is  having 
major financial  collapses  happen in  a narrow 
time frame-as can happen when large  orga-
nizations  gamble  up  to  the  last  minute  that 
somehow they'll pull  their respective  nuggets 
from the fire-then the inter-bank loans that 
support  the  Eurodollar  market  could  come 
wrenching together in a rush of called obliga-
tions. 
The  spark  for  such  a  storm  could  come 
about with  as  few  as  three  major banks  un-
able  to  meet  theoretically  routine  intema-
banks  to  create  a  security  blanket  which 
could provide a "fail-safe" position to protect 
the Eurocurrency markets? Unfortunately, the 
range  of alternative actions  is  constrained  by 
conflicting  political  and  economic  objectives 
among E.C.  member states. The business phi-
losophies prevailing in  those countries harbor-
ing the Eurocurrency banking centers, notably 
Great  Britain,  Luxembourg,  and  Switzerland, 
are such that efforts to impose internationally 
conceived regulatory notions will  be met with 
spirited resistance. 
"If a worldwide liquidity drain begins in the spring of 1983 ...  there 
could be financial collapses by large banks and corporations . .. 
Nor to be disregarded are the tens of thou-
sands of jobs that would be affected if these 
"offshore" banks were brought under stricter 
regulation.  The  Eurocurrency  market  flour-
ishes through the lack of regulation and espe-
cially  through  the  minimal  taxation  imposed 
on the banks and banking vehicles  that oper-
ate  in  it.  Therefore,  tougher  rules  would 
threaten  the  raison  d,etre  of  the  Euro-
currency banking centers. Even with acknowl-
edged shortcomings, the Eurocurrency market 
is  too  important  to  the  financial  fabric  of 
international  business  for  banking authorities 
to leave it in a state of "benign neglect." 
the  same  unpleasant  tax-shortfall  conse-
quences  in  these  countries  as  in  the  United 
States.  In  the  case  of  Canada,  France,  the 
Federal  Republic of Germany,  Denmark, and 
others, continued high  unemployment is  hav-
ing  disastrous  effects  on tax  revenues,  while 
forcing  social-benefit  expenses  up  rapidly.  In 
most  cases,  these  countries  will  eventually 
have  to come to the world financial  markets 
to  raise  money  to cover the  deficits  in  their 
domestic budgets. 
With  most  of these  same  countries  com-
mitted  to  campaigns  against  inflation,  they 
will  be reluctant to roll the money presses to 
finance  their own deficits  or to create artifi-
cial  liquidity  in  their domestic financial  mar-
kets to absorb their debt issues. If they try to 
raise money by domestic debt issues, they will 
create severe  crowding of corporate borrow-
ers,  further  reducing  their  respective  eco-
nomic growth.  This  creates  a  likely  scenario 
where  all  but  the  most  sound  of the  major 
international  banks will  face  severe  crowding 
out effects in  the medium and short term, as 
they already have faced  in  the long-term debt 
markets. This set of highly  probable circum-
stances  would provide the  back-drop against 
which  the  Eurodollar  market  contraction 
could take place. 
There are  banking experts who argue  that 
the effect of greater anxiety in  the Eurodollar 
market will  lead  merely to greater price  tiers 
between  competing  banks.  Price  tiers,  how-
ever,  imply  funds  will  be  available  at  some 
price. By  contrast, we foresee a banking crisis 
leading  to  a  "golden  circle"  of  preferred, 
strongly  capitalized  banks,  below  which  a 
chasm  will  exist . where  lesser  banks  will  be 
unable to raise debt at any price. 
If a worldwide liquidity drain  begins  in  the 
spring  of 1983, combined with  a  worldwide 
continuing  recession  (depression),  and  the 
U.S.  Federal  Reserve  proves  still  committed 
to its  "austerity"  campaign  against  inflation, 
there  could  be  financial  collapses  by  large 
banks and corporations which are  heavy par-
ticipants in  the public-debt markets. If several 
tiona! collections for a period of a few hours. 
If these  three  banks  were  each  respectively 
active  in  the  London, New York,  and  Swiss 
markets,  the panic among the money traders 
might  be  fully  sufficient  to  unbundle  the 
whole  system  of  beliefs  in  "name"  banks. 
Since some two thirds of Eurodollar deposits 
are inter-bank deposits, according to Bank of 
International  Settlements  estimates,  the  trad-
ers'  reaction  would set  off position  elimina-
tions on credits, and in some cases currencies, 
that  would  cause  a  contraction  of the  total 
Eurodollar market to perhaps 50 per cent of 
its  current  level.  :rhis  could  in  tum  bring 
about the failure of many of the largest banks 
in  the world, with the most vulnerable  being 
those  with  the  heaviest  reliance  on  market 
sourcing of their liabilities. 
This is  a very grim prognosis, but not quite 
a  doomsday scenario.  In  such  circumstances, 
one  could  remain  confident  that  the  central 
banks of Europe and Japan, and especially the 
U.S.  Federal  Reserve  System,  would  react 
One  possible  immediate  remedy  which 
would have little or no impact on the normal 
flows  of the  Eurocurrency centers  would  be 
to  require  the  offshore  banks  to  provide  a 
clearer statement of ownership and the liabil-
ity (or  la<;k  thereof) of the owners to guaran-
tee the  bank's obligations. The Governments 
having  jurisdiction  over  the  offshore  banks 
could  impose  this  disclosure  with  the  stroke 
of a pen and without affronting the free  mar-
ket principles that have  nurtured the banking 
centers. 
On the broader scale, the forecast improve-
ment in  the world economy in  1983 and the 
" ...  interbank loans that support the Eurodollar market could 
come wrenching together in a rush of called obligations." 
calmly  and  efficiently  to pump  reserves  into 
the  system  to  keep  banks  from  becoming 
technically  in  default  for  even  the  shortest 
period  of  time.  However,  in  observing  the 
reluctance  of European  central  banks  to as-
sume  leadership  in  the  resolution  of  the 
Banco Ambrosiano imbroglio, the speed with 
which  the  central  banks  of the world  could 
coordinate and reach agreement on the meth-
ods to avert a great contraction of the Euro-
dollar market is  a matter for serious specula-
tion. And while the Eurodollar market is  not 
conventionally  thought  of as  a'  speculators' 
market, the lack of a real  bank of last  resort 
in  the  Eurodollar  market  could  mean  that 
speculators' risks  there are much  higher than 
many perceive. 
What can be done by the European central 
forceful  steps  taken  by  the  Reagan  Adminis-
tration to prop up  the financial  circumstances 
of Brazil  and  Mexico  should  help  to reduce 
the environmental risk  to Eurocurrency lend-
ers.  This  may  create  an  atmosphere  more 
amenable  to  shared  perspectives  by  central 
bankers.  The continuing strength  of the dol-
lar is also proving to be a stabilizing factor for 
the Eurocurrency market. 
It would be premature to conclude that the 
worst  is  over,  but  there  are  many  hopeful 
signs  that the potential for a global  financial 
crisis  is  being recognized and that responsible 
actions to correct the structure will  be  under-
taken within the coming year.  E 
Dr.  Hans  Belcsak  is  president of S.j.  Rundt,  New 
York, and Brian Zimmer is a financial consultant. 
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EUROPE'S STOCK EXCHANGES RESPOND TO NEW YORK RALLY. 
TIMOTHY HALLINAN 
On  August  13,  1982,  the  New  York  Stock 
Exchange  gave  the  European  stock  markets 
the  first  good  news  that  they  had  heard  in 
many  months.  On  that  day  the  Dow Jones 
industrial average  broke out of its  long,  low-
level  sideways  movement  for  its  first  really 
substantial  rally  since  the  1970's.  By  early 
September, the Dow had risen  by  20 percent, 
and  by  early November, by 29 percent.  Mar-
ket technicians were freely  predicting that the 
venerable index would soon reach 1200. 
Soon  after  the  marker  started  in  New 
York,  news dispatches  from  Europe reported 
the the bull market had spread to other inter-
national  centers-London,  Paris,  Tokyo, 
Frankfurt, Toronto, and elsewhere-and that 
the world's major houses were following the 
lead of Wall  Street.  A  more accurate reading 
of  what  has  really  been  happening  on  the 
European  markers  is  much  more  interesting, 
and also more importan·r.  For U.S.  investors it 
raises  issues  which  are worth  their most seri-
ous  attention.  The  New  York  rally  signaled 
that  the West's economy was  coming out of 
its  recession. If some major markets followed 
New  York  and  others  didn't,  might  not  the 
"laggard"  markets  provide  the  serious  inves-
tor with some good investment opportunities? 
In  fact,  only  one  of  the  world's  leading 
stock markets really followed New York, and 
that  was  Stockholm,  which  rose  by  exactly 
the same amount as  the Dow Jones industrial 
average  (29  percent).  During  the  last  three 
years  this  marker  has  advanced  by  129  per-
cent,  which  is  the  best  performance  of any 
major market  in  the  world.  However,  Euro-
pean investors are now becoming increasingly 
cautious in  their approach  to  it.  Much of its 
advance during 1981 was due to the Govern-
ment  giving  new  tax  breaks  to  investors-a 
one-time stimulus  which  cannot  be  repeated 
soon.  As  the  market  moves  closer to  its  all-. 
time  high,  investors  worry whether the  com-
ing recovery in  Europe will  be strong enough 
to sustain its current expectations. 
London  followed  New  York  much  more 
cautiously than Stockholm. It· rose 14 percent 
during  the  New  York  rally-about  half  the 
rise  of the  Dow Jones.  But  it  did  so  on  the 
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basi  of some  very  solid  advances  in  1980, 
1981,  and  even  in  the  first  six  months  of 
1982,  when  the  Dow Jones  was  retreating. 
Like Stockholm, however, London is  close to 
its  historic  high,  and  many  investors  believe 
the  market  has  already  discounted  the  up-
commg recovery. 
None of the other major European markets 
has  matched  the  Wall  Street  rally.  Tn  fact, 
most  of them  are  so  depressed  that  if  they 
move at all,  they will  almost surely move up-
ward.  Four are  worth  the  close  attention  of 
all  serious  investors.  The  Paris  market  is  a 
special  case.  With  a  Government  freeze  on 
both  prices  and  wages,  the  country  is  still 
caught in  the grip  of a  double-digit inflation, 
corporate profits are shrinking, and organized 
labor is  restless.  Last  year  the  Bourse  lost  a 
dozen  of  its  leading  banking  and  industrial 
stocks  through  nationalization,  and  another 
lurch to the left in  French politics might send 
a dozen more in  the same direction. 
However, this gloomy outlook may change 
for  the  better this  spring,  with  the  establish-
ment of a  new stock market (le  second mar-
che)  for  small  and  medium-sized  companies 
with gross revenues of $10 to $50 million per 
year.  More than  a  dozen  companies  have  al-
ready  announced  their  intention  of  joining, 
and  the  membership  roster  is  expected  to 
grow once  the  market opens.  Some of these 
smaller companies may turn out to  be strong 
performers, despite the weak economy. 
Three other markets  may  be  more appeal-
ing.  One is  Amsterdam, which  is  still  only 10 
percent  higher  than  it  was  three  years  ago, 
and  some  45  percent  below its  record  high. 
The country still  has  one of the  highest  un-
employment rares  in  Europe, but its  inflation 
is  a  low  5  percent,  its  prime  lending  rate  a 
low  8  percent,  and  its  new  Government  fa-
vors  the  private  sector.  Its  economy  may  be 
well  positioned  to  benefit  quickly  from  a 
world recovery. 
The Frankfurt marker remains a  very  pessi-
mistic  marker,  now  standing where  it  stood 
three years  ago,  bur the German  economy  is 
in  better shape  in  some ways  than  the  econ-
omy of the United Stares:  it  has  a  lower rate 
of inflation  (2.5  percent),  a  lower unemploy-
ment  rare  (8 .4  percent),  and  a  sligl1rly  lower 
prime  lending  rate  (11  percent).  The  feature 
that most  interests  investors,  though,  is  that 
the market is  still  30 percent under its  record 
high, and it could quickly decide that its  esti-Leading Indlcators (January 1, 1980= 1OO)
These charts show the movements of each market's leading index of share prices.
For New York, they show the Dow Jones Industrial Average; for London,  the Financial
Times lndustrial Ordinary Share Index; for Frankfurt, the Commerzbank Index;for
Paris, the CAC General lndex; and for Tokyo, the New Tokyo Stock Exchange  Index.
In order to make the movements of these indices comparable, each index has been
recalculated with the closing index of the first trading day in January 198O as base  1OO.
The vertical  bars show the monthly trading range of the weekly closing price of
each index. The horizontal lines show the three month rolling average  of the mid-point
of each monthly range.
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GERALD BOURKE 
Small  and  medium-sized  enterprises  (sME's)  defy  strict  defini-
tion.  Individual E.C.  member states use  various criteria includ-
ing  turnover,  accumulated  capital,  or fixed  assets  to  classify 
companies, but owing to the diversity of the Ten's economies, 
size  of workforce is ·seen  as  the most realistic  measuring  rod 
for  the  Community  as  a  whole.  All  firms  with  up  to  500 
employees are therefore loosely categorized as  SME's.  Although 
no recent, completely acceptable figures  exist, it is  safe to say 
that more than  95  per cent of all  companies in  the  E.C.  fall 
under  this  heading  (almost  100 per cent  in  Denmark  and  in 
Greece, 98 per cent in  the Federal Republic of Germany). sME's 
are  therefore the  backbone of the economic and commercial 
struture of the Community. 
The recession has taken its  toll of large companies, but it is 
small  business  that  is  apparently  finding  it  most  difficult  to 
weather the storm.  Not since  World  War II  has  Europe seen 
such a flood of company closings.  In  the Federal Republic of 
Germany, traditionally the Community's industrial stronghold, 
27.4  per  cent  more  companies  collapsed  in  1981  than  in 
1980, while the United Kingdom, France, and Belgium experi-
enced increases of 26.4 per cent, 20.3 per cent, and 15.8 per 
cent respectively.  In  the Netherlands, long a place of enviable 
prosperity, company failures  were up a massive  42 per cent in 
1981. 
Petticoat Lane in  London. <D  Derek Zepper, BtKk Star 
SMALL BUSINESS 
The backbone of Europe's economy is in 
trouble, but help is coming. 
The list of casualties continues to grow. Indeed the first half 
of 1982 has  brought an  acceleration  of the  trend.  This  time 
around the Federal Republic of Germany has been hardest hit. 
Fifty per cent more companies folded there in  the six  months 
ending in June than during the same year-ago period and many 
economists are predicting a post-war record for the year as  a 
whole. Some may view this weeding out of the weak as a sort 
of  natural  selection  process  which  will  ultimately  result  in 
more competitive industries. On the other hand, however, the 
financial  chaos  and  widespread  unemployment  which  has  re- . 
suited from  the recession  may seriously undermine the ability 
of the  survivors  to  bounce ·back  properly.  Nevertheless,  the 
dismal  statistics  underline the need for greater efforts to help 
small companies stay afloat. 
Following a  proposal  by  the  European  Parliament  to pro-
claim  1983  "the year  of small  and  medium-sized  companies 
and  the craft trades," the E.C.  Commission  is  stepping up  its 
own  program  in  favor  of sME's.  An  important  conference  in 
Brussels  on Jan. 20 and 21  will  highlight the problems facing 
small  companies  and  discuss  ways  and  means  to  overcome 
them,  !ncluding  public  policy.  The  conference  will  be  fol-
lowed by  a series  of seminars on various  aspects of financing 
and of innovation technology and on the elimination of trade 
barriers  in  both  the  Community  and  export  markets.  The Mrrc than 9.i pcr cutt of all companie s within tbc E.C. qualify as small or
mcdium-sizt'd  businesscs.  O l)crck Zepper, l]lack  Star
Commission  hopes that clarification at a European level will
undeline the crucial importance of svt's and will encourage
individual member  states to improve the domestic conditions
in which small compafries operate. The existing E.C. program
for small business is a broad one.
Obtaining  adequate  financial backing is the biggest single
problem for companies in these days of high interest rates and
credit squeezes. A top priority of E.C. policy is to improve
small firms' access to capital markets.  Indeed, while most
banks are becoming increasingly reluctant to take the risk of
funding investment, the E.C.'s lending institutions are actually
making more and more money available.  Last year, for exam-
ple, the European Investment  Bank (ern) gave out 10 per cent
more cash than it did in 1980.
The r.rs's loans are also much softer than those of other
banks. Under its global loans scheme, low interest credit is
made available to small businesses  through financial intermedi-
aries in the E.C. member states. These loans can be anything
from 25,000 European  Currency Units (ec;u) to ec.u 4 million
(the rru is currently worth almost exactly $1) and can be given
for up to half the cost of the fixed investment.  To qualify for
an F.rJ loan, individual firms must employ no more than 500
workers, they must have less than r-c.u 75 million in fixed
assets, and no more than one-third of their capital can be
owned by a larger company. In 1981, 850 loans, totalling Ecu
288.3 million were granted by the ErB to small and medium-
sized companies in the Community. In comparison  with 1980,
this represented a sevenfold increase in the number of loans
and a fivefold  rise in the amount of money lent.
Four years ago a new lending arm was added to the r.rs. This
is the so-called New (.ommunity Instrument (Nr r), which funds
small business investment in addition to providing  money for
infrastructural and energy-saving  projects throughout the Com-
munity. So far two "tranches"  of r, r' 1 billion have been raised
on the world's capital markets and a further ec;u 3 billion is
expected to be distributed under a third N(ir authorization cur-
rently being sought by the Commission. Small businesses also
benefit from a considerable amount of support from the Euro-
pean Regional Development Fund. Over 94 per cent of the
4,102 industrial projects which received assistance between
1975 and 1,982 concerned investments of less than r.c.u L0
million.
Restructuring and improvement loans are also available  on
favorable  terms from the European Coal and Steel Community
(although the severe problems of these two sectors has re-
duced the number of loan applications)  and from the agricul-
tural assistance funds (en<;r;r and ru.o<;R). The number of grants
for research into energy saving and alternative energy sources
is increasing at a rapid rate. Studies have consistently shown
that svr:'s are more innovative than larger companies and the
Commission  bears this in mind when financing  the risks associ-
ated with innovation.
,  It is often the case that managers  of small firms are inade-
g quately trained. A report earlier this year by the European
Parliament's  Economic and Monetary Affairs committee main-
tains "that the day-to-day running of svr.'s presupposes  a level
of skills and qualifications  which not all of them have at-
tained." \7hen the Commission outlined its priorities for the
administration of the European Social Fund (which co-finances
training and retraining  schemes in the Community)  over the
next two years, the improvement of management techniques
within svr.'s was near the top of the list. Since small companies
create more new jobs than large companies, this has a signifi-
cant bearing on Social Fund allocations.
Small and medium-sized  businesses, constantly complain
that they are obliged to function in an oppressive  tax environ-
ment. Fiscal policy is largely the preserve of national Govern-
Ntt since \Ytild \Var Il has Eurrrye seen such a flutd of company cktsings.
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ments and the E.C. Commission's  powers of influence in this '
area are strictly limited. It has been trying for a number of I
years to bring-io-. degree of harmonization to E.C. member["i
states' tax policies, but its efforts have been strongly resisted
by the Council of Ministers. Value-added tax (vnr) receipts,
however, do constitute  a large proportion of the E.C.'s income
and it is this form of taxation over which Brussels  has most
control. The most frequent criticism made by small companies
is not over the financial burden  imposed by the tax, but rather
the complexity of the paperwork involved. There is, however,
no standard Community  vnr scheme for small firms and those
operated by member states are very diverse.
In an effon to counteract this, the Commission is now
planning  a single scheme for all small firms in the Community.
Among other things, it wants to set a uniform ceiling below
which businesses will be exempt from paying vnr. It is also
formulating  a simplified system which would base vnr account-
ing on payments -and receipts as practical cash-flow concepts
and therefore go a long way toward ironing out existing com-
plications. Some member states already operate a system of
deferred payments for vnr on imports. The Commission  is now
planning to extend this to all member states and thereby re-
move one of the main obstacles to intra-Community  trade.
Barriers to trade can take many forms. A number of measures
to speed up traffic are currently in the deliberative pipeline,
including regulations  to cut down on cross-frontier inspection
of goods and to simplify customs formalities.
The Commission has always sought to create an environ-
ment in which svr..'s can compete with large companies. While
large-scale mergers are strictly controlled, svr.'s are freely al-
lowed to enter into market-sharing agreements as they are
unlikely to cause disruptions.  The Council has also approved a
,  regulation enabling  small producers  to establish effective sales
networks in other member states. A patent licensing law which
is now being prepared will give sn,rt's access to new technol-
ogies and enable them to exploit their own inventions.
Much is being done in Brussels to create an environment in
which small companies can thrive, but national Governments
are often in a better position to improve their lot. Perhaps
"the year of the craft trades and small and medium-sized
companies"  will act as the catalyst. €
Gerald Bourke is a free lance writer hased in Brussels.
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Britain's Conservative Government is propos-
ing a new Police Bill which would extend po-
lice powers to stop, search, and detain sus-
pects, though it also sets out safeguards to 
prevent stop-and-search powers being abused. 
After the bill clears Parliament, the police will 
have increased authority, but they will be 
obliged to identify themselves, to state the 
purpose of their search, and to make a writ-
ten record of it. 
Written into the new law is the right of all 
suspects to consult a lawyer. The Govern-
ment also sets out an interrogation deadline 
-no  suspect can be held for more than 96 
hours without being charged. In practice, that 
may be a wide margin. A survey this summer 
by the Royal Commission on Criminal Proce-
dure, whose recommendations are the back-
bone of the Police Bill, found that only 1.6 
per cent of 83,000 people detained by Lon-
don police were held for more than 24 
hours. There were 29 cases of detention over 
48 hours and just three in which it lasted up 
to 96. The new law allows certain circum-
stances where fingerprints may be taken with-
out consent. The minimum age for finger-
printing falls from 14 to 10 and there is 
provision for destruction of fingerprints if the 
suspect is cleared. 
The right to privacy of Britain's royal fam-
ily members has been much discussed since 
the popular press disrupted Prince Andrew's 
vacation in  the Caribbean. The third-in-line 
to the British throne, fresh from distinguished 
service in the Falklands war, was tut-tutted 
somewhat for his choice of companion. 
Apart from that, most felt the Prince de-
served to be left alone. The marriage of Prin-
cess Anne and Mark Phillips also has been 
dissected persistently in  the British tabloids 
and the Princess of Wales must be wondering 
if the media speculation about her health and 
happiness will ever let up. Probably not. 
It was argued in The Times of London re-
cently that much is to be said for changing 
the law so that no comment may be made on 
the private life of anyone, royalty included, 
without his or her consent,unless it emerges 
from criminal proceedings. For most Britons 
~ 
that would be impractical, imprudent, or in-
tolerable. But it measures the concern over 
how far the British press should go to satisfy 
what one allegedly harassed individual termed 
its "lurid and morbid interest." 
Prince Andrew this year took part for the 
first time in the annual Remembrance Day 
ceremony in which Britain commemorates its 
1.7 million war dead since 1914. It is one of 
those solemn occasions the British handle 
perhaps better than anyone else, getting just 
the right blend of subdued pageantry and 
poignancy. It takes place on the first Sunday 
after November 11  at the Cenotaph in 
Whitehall, the national war memorial de-
signed by Sir Edwin Lutyens and bearing just 
three words: The Glorious Dead. 
The mood this year was different, spiced . 
with victory and a sense of pride restored. 
The crowds were bigger and included many 
young people for whom the Falkland Islands 
war suddenly made sacrifice and remem-
brance a reality. The music of the massed 
military bands and pipers never changes, nor 
does the scene itself. Members of the royal 
family, the Government, Commonwealth rep-
resentatives, senior officers, and veterans 
form a human square around the Cenotaph. 
Two minutes of silence begin when Big Ben 
chimes 11  o'clock. 
The Queen then places the first wreath of 
poppies. At his own request, Prince Andrew 
laid a wreath shaped like a map of the Falk-
lands in memory of his 25  5 fallen comrades. 
The ceremony, as always, ended with the stir-
ring march-past by veterans to tunes of the 
first World War. This year almost 5,000 
took part, including the dwindling number of 
MOTHS-the Memorable Order of Tin Hats 
-whose members are all well over 80. 
PETER j. SHAW 
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Italian  shops are one of those facets of Italian
life which do not square obviously with the
country's status as the world's seventh indus-
trial power. With a few notable exceptions,
most of them are firmly rooted in the Medi-
terranean and, it sometimes seems' in the
18th century. However' now, very reluc-
tantly, they may be forced by the Govern-
ment and the electronic revolution to catch
up.
Most Italian shops are little family busi-
nesses. They have a small local clientele  and
often carry smaller stocks of essbntial goods
than a well-run northern European house-
hold. Prices are not always marked, because
the amount you pay can dePend  on how
much you are buying and your relationship
with the shopkeeper. When you pay he will
probably give you change  out of a drawer,
without a receipt.
The big loser under this system  is the Gov-
emment. Because less than a third of the 1'.2
million ltalian shops have a cash register of
any kind, the tax authorities  can never prove
that a shop's income  is actually far above
what it declares,  and that it may be under-
contributing on value-added tax.
Now, af.ter a long and fierce parliamentary
battle, all that is set to change.  In November,
a committee  passed a law which eventually
wili require virtually every trader in the coun-
try to use electronic  cash registers.  They not
only will issue receipts, but will record all
transactions on a sealed magnetic tape, for
the sole use of the tax authorities.
Assuming the law passes the Senate, which
seems almost certain, shops with an annual
rurnover of $140,000 and above will have to
install cash registers  by next July. Each year
thereafter  smaller and smaller shops will be
affected by the law, until by 1,987 even shops
with an annual turnover of only $8,000 will
have to conform. Only a few types of shops,
such as newspaper stands and tobacconists
will be exempt.
Not surprisingly,  shopkeepers obiected bit-
terly to the idea of cash registers,  first intro-
duced in parliament in 1978. The Christian
Democrats  fought for a system with more
loopholes. The Socialists, poftraying them-
selves as the party of rectitude in financial af-
fairs, insisted on this blow to tax evasion  and
got their way.
The new law could have a serious effect
on the underground economS which is said
to account for an additional 20 ro 30 per
cent of the gross national product and which
enables  ltalians  to live a much more prosPer-
ous life than the official statistics suggest.
\ilith full tax disclosure'  many shops might
find it hard to stay in business.
If that happened, Italian urban life would
change  drastically. \fithin 300 yards of where
we live in a residential part of Rome,  there
are three little dry cleaners  and laundries (do-
ing work on the premises,)  two pet shops,
several lamp shops and innumerable  food
shops and bars. Italians do not make a
weekly visit to a supermarket  (though  a few
supermarkets do exist): they go shopping  ev-
ery day,, calling at half a dozen places in a
morning and exchanging gossip. By this
means, new districts-in which vast numbers
of ltalians probably live-swiftly  become
cozy neighborhoods.  Take away the little
shops and the consequences  for Italian life
could be enormous. jAMl--s BUXToN
councsy  [)ont l)crignon
a
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After four years of bad harvests,  champagne
makers are bubbly again. The 1982 crop of
grapes that will be transformed  into the pale
sparkling  wine was the biggest  on record  and
came at a time when champagne stocks had
fallen to their lowest levels in years.
The grape juice now fermenting  in the lime
cellars deep beneath the Champagne province
about 90 miles northeast of Paris will pro-
duce 290 million bomles of champagne  when
it is first uncorked in three years' time. The
1982 bumper  crop was nearly twice that of
the previous year and is expected to increase
champagne  stocks to 540 million bottles in
1 983.
Last summer, the stocks had slipped to
390 million bottles, champagne exports were
down 17 per cent, and prices were high.
Then came what growers  have called a "mir-
acle." Everything  that could go right did.
There  was a speedy pollination  period, an ex-
cellent combination of sun and rain, and
healthy grape vines that were well rested.
The mammoth harvest could have Pro-
duced about 29 million more bottles of
champagne. But Philippe  Le Tixerant, an offi-
cial with the champagne trade organization,
Comite du Vin du Champagne, said about 10
per cent of the grapes harvested-those
iudged to be of the lowest quality-would
be used to make vinegar to ensure the quality
of the 1982 champagne batch.
"Grape prices for the 1982 crop were
roughly the same as in 1981-about  20
francs per kilo," Le Tixerant said. "So we
don't expect champagne prices to drop. But
prices should stabilize after having increased
steadily during the pasr few years."
Champagne first surfaced in the late 17th
century  when the Benedictine monk, Dom
Perignon developed the three principles  on
which the wine is made. Those innovations
were the production  of white wine from
black grapes, the blending  of iuices from
O Georges  Viollon, Photo Researchers
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fermentation  period that gives champagne its
bubbles. When he first tasted champagne,
Dom Perignon is said to have called it "stars
in a bottle."
In the Champagne region around Reims
and Epernay,  the pale wine is now called big
business. There are 18,000 champagne  grow-
ers and 130 champagne companies helping
bring in an estimared $340 million a year in
foreign currency through the export of cham-
pagne.
"Almost everyone in the region is some-
how connected to the champagne industry"
Le Tixerant said. "Besides the growers and
the champagne  houses,  there are the bottle
factories, cork factories,  cardboard  factories,
and the factories that make the wire muzzles
for the corks."
The biggest imbibers  of champagne  are the
French, who drank 68 per cent of the bottles
sold in 1.981. But the foreign market has
been growing in the last decade with the larg-
est increases posted in the United States, now
the number two champagne-drinking  country.
Even though total 1981 exports  were down,
United States sales that year were up 11 .2 per
cent to a record 7.8 million bottles. Britain
and ltaly, which in the past always had traded
for the number two spot, were the third and
fourrh largest champagne-consuming  coun-
tries respectively.
Although French champagne makers are
h"ppy with growing U.S. sales, they are still
miffed by American wine makers who bottle
sparkling  wines and label them champagne.
"Champagne  can only come from the Cham-
pagne region of France," Le Tixerant said.
"Other sparkling  wines may look like cham-
pagne and may even taste somewhat  like the
real thing, but they are definitely not cham-
pagne."  (.ARotYN  l.F.sH
Luxembourg
The splendid building put up by the Luxem-
bourg authorities  for the European  Parlia-
ment is empty. It was used once, at the end
of 1980, for a special  session of the Parlia-
ment, but the parliamentarians  have not met
there since. They have now effectively chosen
Strasbourg as their seat. For various reasons,
they have voted to discard Luxembourg as a
site for plenary sessions. Can they? Is this le-
gal? The political  and juridical questions in-
volved reverberate throughout  Luxembourg
-as 
they do in other E.C. capitals-but here
the issue is of far greater economic  and politi-
cal importance  than elsewhere.
Luxembourg has taken the parliamentari-
ans to the European Coun of Justice over
their selection of Strasbourg. A ruling by the
Supreme  E.C. legal institution  is expected
early this year and Luxembourg's case looks
good legally. Under a 1,967 agreement, the
seat of the Parliament  was established in both
Strasbourg and Luxembourg. The two cities
were to share the sessions.
Unfortunately  for Luxembourg, when di-
rect elections to the European  Parliament
were held in 1979, the Grand Duchy found
itself physically  unable to house the doubled
number of members attending.  Grandiose
plans for a super Euro-center  for the par-
liamentarians  were felled by public protest
and the city retreated to a less ambitious plan
involving only a new chamber  capable of
housing the enlarged assembly.  Alas, this
came too late and, for purely practical rea-
sons, all the early sessions of the new Parlia-
ment had to be staged in Strasbourg. Backed
by regional and national authorities, the
French city made a massive public relations
effort to woo the European  members and to
date it has been largely successful.
Strasbourg's grasp, however, still is not le-
gally waterright, which is why the Luxem-
bourgers have continued to press their claims.
The practical and political influences,  how-
ever, appear to be against  them. The mem-
ben of the European  Parliament  simply do
not want to meet in Luxembourg. They sub-
mit various reasons-communications  sys-
tems, accommodations,  travel, and so on.
To a large extent you could level the same
arguments against Strasbourg. The move is to
establish a single center for the E.C. institu-
tions. Probably most members would like to
see everything  settled in Brussels, the home
of the E.C. Commission  and, for most of the
year, the E.C. Council of Ministers.
Already  plans are afoot in Brussels to es-
tablish a massive center for the Parliament
complete  with a conference  center, hotel,
and leisure facilities. Both Strasbourg and
Luxembou rg are up in arms against  the
project, which as yet has no formal backing
from the Belgian Government, but private
speculators seem to recognize the longings of
most members of the European  Parliament.
Many Luxembourgers  frankly  have now
accepted that sittings of the European Parlia-
ment in their Kirchberg Center are now a
thing of the past. The issue has become one
of compensation.  How can Luxembourg be
paid off for losing its right to host the Euro-
pean Parliament? Will new European institu-
tions be sited there, or can new muscle be put
into those already in place?
Both are likely. Moves toward the mone-
tary integration of the European Community
will certainly benefit Luxembourg, which has
firmly established itself as the seat of the
E.C.'s financial institutions. If the Commu-
nity marches toward economic and monetary
union-a  difficult,  but not unrealistic, goal-
Luxembourg increasingly could become the
seat of its activities  and end up as the finan-
cial and economic "capital" of Europe.  This
may seem far-fetched, but it is the way many
officials here are thinking,  having grudgingly
conceded the argument  that for all practical
purposes Luxembourg has lost the seat of the
European  Parliament.  ALAN osBoRN
The H"gue
Although  Holland's  new center-right  Govem-
ment, faced with an increasing budget deficit,
plans to cut public spending and to freeze
wages and prices, there will be no economiz-
ing in the fight against  floods. Thousands of
Dutchmen are working  feverishly on the final
and most difficult  stage of a $3.7 billion
flood control proiect begun 30 years ago and
known  as the Delta Plan.
Inspired  by the most destructive  floods in
Dutch history which raged through southem
Holland in 1953 and drowned 1,850 people,
EURone January-February  1983 4lthis gigantic project will prevent floods by
closing the treacherous sea arms. It involves a
complex of 11 maior dikes, dams,  and sluices
which would close off four major inlets and
shorten the coastline of the Netherlands by
some 434 miles.
\ilhat remains is the eastern arm of the
Scheldt River-the Oosterschelde-which
contains three tidal inlets. At first a dike was
planned, to seal off the Oosterschelde,  but
concern over the dike's effect on the environ-
ment-the loss of oyster and mussel  breeding
grounds and an unusual flora of salt-loving
plants-caused these plans to be altered.
Instead, a giant, two-mile-long  storm surge
100 feet wide, and has four steel vibrator
tubes. The compacting  is done by vibrating
needles that are driven up to 50 feet into the
seabed sand and propelled with an impact
force of 120 tons.
Engineers  are presently waiting for the
right tide to permit a third pontoon  vessel,
the Cardium (cockle), to start unrolling  spe-
cial mattresses  on the seabed. There will be
two layers of mattresses,  bottom ones of 500
by 1.25 feet and upper mattresses of 200 by
100 feet. The one-foot-thick  mattresses  are
filled with coarse  sand and gravel and will
form the base for the concrete piers. To en-
sure that this base will resist the current-
of ways on both sides of the demarcation
line.
So far, however, the two German states
have been unable to agree to celebrate to-
gether. In addition, the Communists  insist
that diocesan boundaries  match the political
frontier, so that even Luther's religious hein
will have to commemorate  him separately.
Still, there is some slim hope that before the
year is out, the two Germanys may at least
join fingertips in tribute to the great re-
former. A couple of hopeful events occurred
at the end of 1982.
Right on schedule, the two German states
opened a new superhighway  linking Hamburg
and West Berlin. The Ministers of Transpor-
tation did not cut the tape together-neither
side is yet quite ready to go that far-but  af-
ter each one cut the tape opening the express-
way section traversing his own territory they
did meet, first in the West then in the East.
Later they told reporters cautiously  that they
hope to negotiate some more improvements
of communication.
Meanwhile, the great port city of Hamburg
in the Federal Republic saw the opening of
the ct>tt's exhibition  honoring the works of
Karl Friedrich Schinkel,  the architect  who de-
signed  the neo-Grecian  and English Gothic,
as well as the modem functional style, build-
ings that gave 19th and early 20th century
Berlin its character. The Schinkel exhibition  is
the most important  cultural proiect ever un-
Martin Luther, after a painting by Lucas Cranach
O Bettnran Archive
barrier is now being built, at a cost of ap-
proximately $1.5 billion. The design-which
is unique, according to Dutch engineers-
calls for sliding gates in the three tidal inlets.
This will enable the Oosterschelde to be
closed in bad weather, while letting the sea
water flow in and our during normal condi-
tions, thus preserving  tidal movements,  the
environment,  and fisheries.
The storm surge barrier will consist of 66
concrete piers. Each will weight uP to 17,500
tons and will be from 115 to 180 feet high,
depending on water depth.  Between them will
be placed steel "curtains," or sliding gates,
weighing up to 500 tons apiece. When acti-
vated, these curtains can cut the sea off from
the estuary in just one hour if a storm threat-
ens. The piers are being assembled  on a 2.5-
square-mile artificial  island, especially created
in the middle of the estuary.
Beginning next April, a specially con-
structed, giant pontoon craft called the
Ostrea (oyster) will pick up the mammoth
piers and carry them over 19 miles to their
new sites. Before that happens,  however,  the
seabed must be reinforced  to bear the weight
of the piers and storm fences.
To do that, a dredge has replaced, up to a
depth of some 30 feet, unreliable  foundation
materials with good sand. The seabed was
then compacted,  using a specially constructed
vessel  called the Mytilus (mussel). It is a com-
bination of five pontoons, 210 feet long and
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which sometimes runs at 17 feet per sec-
ond-these filter mats will allow passage of
water, but retain the sand on which the piers
will rest. Once all the piers are in position,
the beams and girders making up the gates
will be added and a highway will be laid on
rop.
Hollands'  top engineers  admit that they
will hold their breath when they start piecing
all this together. If all goes well, they sa5
Dutch construction firms can feel assured that
their advanced equipment  and exceptional
experience will be drawn upon by other
countries  needing similar solutions. NF-l- sl-ls.
Bonn
Martin Luther, the religious  reformer whose
translation of the New Testament is the basis
of the modern German language  spoken in
both the Federal Republic of Germany  and
the German Democratic Republic, may do
his bit-some 500 years after his birth-to
bridge the gap between them.
Both Germanys, naturally enough, claim
the Lutheran heritage, although the Commu-
nists ruling the German Democratic Republic
(c;r>n) have the geographic advantage; Luther
was born, and performed all of his most fam-
ous works, in what is now the territory of the
c;t>n. The anniversary of his binh in Eisleben
in 1483 will be commemorated  in hundredsdertaken jointly by the two German  states.
Chancellor  Helmut Kohl, whose Christian
Democrats had returned  to power in Bonn on
October I after 15 years in opposition,
ranked the event important  enough to send
Philipp Jenninger, his state minister charged
with overseeing  relations with the c;t>tt, to
Hamburg for the opening. Jenninger noted
that the Communist regime in East Berlin fi-
nally is prepared to resume  negotiations  on a
cultural exchange  agreement. "'We see this as
a specific and positive  sign of readiness to
continue  the dialogue between the two Ger-
man states, also in difficult times," said
Jenninger.
As former Chancellor Helmut  Schmidt  had
visited the German Democratic Republic in
1,987, it is now the turn of the c;oR President,
Erich Honecker,  to come to the Federal Re-
public of Germany. Kohl isn't saying whether
he wants to receive Honecker before  or after
the March 6 parliamentary'election, but it
seems most likely that Honecker will be
asked to come soon after that poll.
Honecker,  in turn, obviously would like to
get Kohl or even President Karl Carstens  to
visit the r;t>n during the Luther year. Kohl
may well go this year, although it is unlikely
that the Government  will play its presidential
card at this point. And whoever  does go will
have to first examine the proposed program
with an eagle eye.
c;t>n church  leaders say that "Luther is un-
thinkable without the church"  and honor
him as a man who fought for personal intel-
lectual freedom.  The Communist regime,
however, sees Luther as "the banner bearer
of the early bourgeois revolution" from
which they draw a straight line to their own
rise to power in 1945. wl-t.l lN(;T()N t oN(;
Dublin
On November 14,1982, the people of lre-
land heaved a collective sigh of relief that a
new Government  had been formed. After
two weeks of intense political horse trading,
leaders of the center party headed by Garret
FitzGerald,  Fine Gael, and the smaller, more
left-wing Labor Party told the Dail (the Irish
Parliament) that they had put together  a new
Government.
The two parties have a five-seat majority  in
the Dail, sufficient to ensure their survival for
the greater part of the five-year period in
power allowed by the Constitution.  The co-
alition brought to an end 18 months of the
worst political  instability the country had ex-
perienced since the end of World War II.
That year and a half has seen three general
elections, successive parliaments  in which no
party had an overall majoritS and exception-
allv bitter rivalrv between the new Prime
Minister, FitzGerald,  and his predecessor,
Charles Haughey.
FitzGerald  is, by a long distance, the most
popular politician  in the country. Some  have
argued that his obvious ability and good in-
tentions have not been matched by the com-
mon touch. In any event, his first administra-
tion failed in January  1,981, just seven months
after FitzGerald made it to the top, on that
occasion again with the support of the Labor
Party. Haughey  is a more controversial, if po-
litically skillful, operator, but his period in
power was marked by infighting in his Fianna
Fail pany-including  two failed attempts  to
remove him from the leadership.
Garret FitzGerald
The standing loke during the election cam-
paign was that the various pafties were fight-
ing hard to lose. Ireland has very severe eco-
nomic problems: Unemployment is at 13.5
per cent of the work force, government bor-
rowing is 15 per cent of gross national prod-
uct, and the national debt is at the equivalent
of $13.5 thousand  per capita of the nation's
workers. FitzGerald,  for many years one of
the country's leading economists, will need to
utilize all the goodwill still flowing in his
direction. (,ur{r\il)  tJi\n lty
Crpenhagen
Danish Governments  often reflect a lack of
consensus on economic policies and a liberal
electoral  system which currently allows nine,
often more, political  parties to gain seats in
parliament.  One issue, however,  has for more
than 30 years been an island of stability on
the political bamlefield and that is defense
and national security.
A constant two thirds or more majority  in
parliament has made sure that the issue vlas
kept apart from day-to-day  politics, despite
minor skirmishes within the majority, but this
will no longer be the case. The Danish Social
Democratic Party is now seriously challenging
the broad consensus  on defense.  The party
refused, at least initiall5 to accept that Den-
A cruise missilc counesy U.S. Air Force
mark contributes to the Pershing II and cruise
missile systems to be stationed  in Europe as a
response to the Soviet deployment of SS-20
missiles  in eastern  Europe.
In financial terms, the Danish contribution
is nominal, less than a $9 million share in in-
frastructure costs-no missiles will be garri-
soned in Denmark in peacetime-and the im-
plications of the stand of the Social
Democratic Party are thus entirely political,
and all the more far-reaching  for that very
reason,  according  to many observers  here.
Several prominent  socialists, among them
former Foreign Minister  K.B. Andersen, have
publicly  deplored the new policy of the So-
cialDemocrats,  stressing that while the Danes
were highly critical of U.S. foreign policy in
many parts of the world, there has until now
been no fundamental disagreement on the
evaluation  of the situation in Europe.
The majority of the Social Democratic
Party claims that there is no need for new
missiles,  that the Western alliance has the
necessary predominance  without them, which
is in sharp contradiction  with the views of the
United States, the Federal Republic of Ger-
many, France,  and the United Kingdom.
The optimists hope that Social Democratic
Party policy is dictated by its present opposi-
tion role, that when the party returns to
power it will take a more realistic position.
However, the new policy of the Danish So-
cial Democratic Pany is not a response to any
popular movement  here, rather a shift within
the party-as  in Norway and the Federal Re-
public of Germany-and  unlike the Dutch
party's response  to vocal public opinion.  Dan-
ish socialist spokesmen say that socialist par-
ties in western Europe should not block the
establishment of new non-nuclear  zones in
western Europe, like the one that presently
exists in the Nordic countries.  If this is ac-
cepted it means that the socialist pafties of
several  European countries will be on a colli-
sion course with the United States in the
coming  years. t-t.t F uL.(.K FAt_t_t st-.N
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In Ocala, Florida, agriculture  means  race
horses. And horse breeding increasingly
means Europeans. A new wave of European
immigrants-horsebreeders,  trainers, and in-
vestors-is  settling one of the last frontiers of
the United States, Marion County in north
central Florida. This wooded county with
softly rolling hills of green grass has become
in just one generation  one of the world's
most famous  horse breeding  areas. Foreigners
are now the lords of about a quarter of Mar-
ion County's 450 horse farms, the majority of
them German, British, Irish, Belgian, French,
Dutch, and ltalian.
The land rush began because of the soil
and the climate, explains Giancarlo  Malnati,
former managing director of northem ltaly's
prestigious Mirabello Stud, a stallion farm
outside Milan that closed recently.  "The
great advantage  is the climate. The horses are
outdoors all year and don't have to work off
fat put on in the winter. That saves breeders
three or four months. And the texture of the
soil is perfect-not too hard and even.
Horses don't suffer concussions  here," says
Malnati, a veterinarian  who has qualified  for
his Florida medical license and is raising 30
thoroughbreds  on his new farm.
Some would say that the water, rich in
minerals from limestone deposits,  also helps
the horses' bones develop better than those
raised in Europe.  "We even heard that the
horses grow taller here," says Leni rWalter, a
Swiss breeder of sleek Arabian show horses.
"At first I thought it was a horse story. But
my colts do seem bigger than those I keep in
Switzerland."  Others point out that an advan-
tageous tax structure  lures many settlers.
Land used for horse farming is taxed at the
same low rate as agricultural land.
Marion County looks nothing like the
Florida of the vacation brochures,  with palm
trees and stretches of white sand beaches
framed by pastel high rise hotels and condo-
minium apartments.  Here the roads are lined
with split rail fencing broken only by sign-
posts that indicate  Needle Rock Ranch, Nor-
mandy Farm, Live Oak Stud, and The Stallion
Farm. Rather than searching for Mickey
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TARION COUNTY.
Mouse at Disneyworld  or the sharks at Sea
'World, travelers are more likely to be hunting
a prospective winner of a stakes for three-
year-old fillies and have a horse trailer in tow
to carry away their purchase.
Even the countryside  is different  from most
Florida landscapes. The view out the pan-
oramic glass windows of the home of Noel
Hickey, an Irishman from County  Cork who
made his way here via Canada, is typical.
Hickey's 320 lush green acres roll, Spanish
moss streams from his giant oak trees, and his
200 thoroughbreds romp in the paddocks or
train on a three-quarter  mile track.
It's only in the last 20 years that Marion
County has been growing in reputation and
has become a main contender  for the glory of
KentuckS the premier horse breeding and
racing state. In the 19th century once the
used to denote central Florida.
Old sepia-toned photographs  show the new
capital as a cow town that could have been
used as the set for "High Noon": a dirt Main
Street bordered by covered, wooden walk-
ways, an opera house, a general store, and a
few shops to meet the needs of cattlemen  and
citrus farmers. EventuallS frosts drove the
citrus farmers farther south into the peninsula
and Ocala diopped off into an extended  nap
until the 1950s when the state assayed  the
land and pronounced  the turf, with its rich
limestone  base, prime for horse farming.
Horse breeders snapped up relatively cheap
land and started  competing  with Kentucky.
And beginning in the 1970s when Florida-
bred horses started winning a disproportion-
ate number of big races-with only 9 per
cent of the country's thoroughbred foal crop,
Foreigners  now owtx ahrrut a quartcr of thc 4.50 htrse farms in Marion  County, Fktrida.  o lna selden
"lndian question"  was resolved (an eight-year
Seminole  rVar removed the native Indians to
Oklahoma),  settlers flocked to the area and
built the county seat, Ocala, an Indian word
Florida horses now capture 25 per cent of the
races with purses of $25,000 or more-Euro-
peans started eyeing the land.
"Most find out about Ocala throughfriends," says Dave Goldman,  director of
marketing  for the Ocala Breeders' Sales Com-
pany. "lt's pushed land values up tremen-
douslS but you can still buy horseland  for as
little as $2,000 an acre."
needed for grazing to make Swiss chocolate."
Comparable  land would be very expensive,
taxes would be astronomical,  and horse-
farming would not be profitable,  he adds.
Heinz Holtschneider, a shopping  center de-
themselves in German races and stables.
However,  he is finding that his horses need
up to six months to get used to the colder
climate in Europe. "lt's too expensive (to lose
so much time). Next year I plan to race in the
At the training  track on Heinz Htiltschneider's  Abido Farm. a Ina setden
Hans and Leni \trUalter, Swiss breeders from
near Bern, found out about Ocala from a
trainer they had once met in Hialeah, south-
ern Florida's racing capital. \0hen they tried
to reach the trainer a few years later while on
vacation in Florida, they found he had moved
to Ocala and they decided to visit the area.
Leni \Talter fell in love with the land. "It was
like English horse country with southern
comfort. No cold weatherr" she explains.
They decided to buy land in Ocala, but at the
time it took more than three Swiss francs ro
the dollar and they hesitated. A year later,
their hesitation paid off: the dollar dropped
to two francs and the deal was irresistable.
They bought their acreage, named the place
"Samira Arabians" after their farm in Switzer-
land, brought some of their horses here from
Switzerland,  and built a house reminiscent  of
Swiss  chalets.
When the 'Walters arrived, they found the
territory so vast and the roads so baffling that
they navigated from one ranch to another
with a compass. "lt would be financially  im-
possible to buy as much land as this in Swit-
zerland toda5" says Hans Walter. "There's
no room any more. All the farmland is
veloper from near Dusseldorf, tells a similar
story. He first heard about a farm for sale in
Ocala from a real estate agent in Hamburg.
tilThile on one of his frequent visits to south-
ern Florida, he piloted  a rented  Leariet to the
area. The farm was not suitable for his Stan-
dardbred  trotters, but from the air he was
impressed with the large number of horse
farms. He picked out some acreage  and
swooped  in to buy it.
That was in 1979 and the land was scrub.
Today, Holtschneider's  Abido Farm (named
for his prize stud in Germany)  has 450 acres
of manicured land and 17 miles of split rail
fences. His German-born  trainer looks after
50 horses and will have another 60 to hand
in the near future. A German-born  builder,
who immigrated here a few years ago, is
putting the windows in Holtschneider's  new
house that overlooks the training track and
stables.
Holtschneider foals his horses in Germany
trains them here and, when they are two
years old, flies them back on Boeing 747
cargo planes to race in Germany. In 1981, his
horse Babesia was named filly of the year in
Germany  and other horses have distinguished
United States," says Holtschneider.
In addition to the Malnatis, the rilfalters,
the Hickeys and the Holtschneiden,  there is
Madame  Descamps, a Belgian horse breeder
who has iust built a house and who is looking
for a property for her daughter.  Madame
Descamps'  trainer, Lou Follett, once bought
horses for the Descamps'  farm in Groenen-
daal and now has 41 acres of his own and
works with 62 horses. Other Europeans  are
scattered throughout  the county.
According to real estate agents,  more Euro-
peans and other foreigners are on the way.
One real estate agent deals exclusively with
foreign clients and concenrrates his European
contacts in GermanS the United Kingdom
and the Netherlands. In between calls from
Mexico from prospective  buyers, he explains:
"lt's not just horse breeders who are calling
now. It's surgeons, industrialists, and anyone
else bitten by horse farming." And it no
longer depends on the strength of the dollar,
he boasts. The phone continues to ring even
when the dollar is up. (
Ina Selden is a freeJance writer based in Florida.TRAVEL 
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Europe's  cities,  big  and  small,  sparkle  year 
round with  music  and art  festivals,  glittering 
pamdes,  top  sporting  events,  local  celebra-
tions, and other forms  of merrymaking. Here 
is  a  selection  of  some  of  the  many  events 
planned for 1983. Note that this list  WflS pre-
pared toward the end of 1982, and dates and 
times are therefore subject to change.  Before 
planning  a  trip  around  any  of these  events, 
contact the country's national tourist office in 
the United States. 
JANUARY 
1-Dec.  31  Glasgow,  Scotland.  The  Pride  of 
the Clyde Celebrations: invitation extended to 
people worldwide with  roots in  Glasgow and 
western Scotland to join in  the celebrations. 
$  Rome.  Epiphany  Fair:  on  the  eve  of 
Twelfth  Night,  a  fair  with  toys,  sweets,  and 
other presents takes place in  Piazza Navona. 
6 Piraeus, Greece.  Epiphany:  an  official  cere-
mony blesses the port by immersing a cross in 
the  water.  Similar  Epiphany  celebrations  oc-
cur throughout the country. 
26  Meribel, France.  5th International  Grand 
Prix in  downhill skiing. 
FEBRUARY 
mid Berlin. International Film  Festival. 
18-19 London.  Folk  Festival:  annual  event in 
Royal  Albert  Hall  sponsored  by  The English 
Folk Dance and Song Society. 
17w20 Dublin. All-Ireland Dancing Champion-
ships: held in  Mansion House. 
MARCH 
1-0ctober Wales.  Cestyll  '83  (1983  Festival 
of Castles): medieval banquets, pageants, fairs 
and other events throughout the country cele-
brating  the  700th  anniversary  of  many  of 
Wales' castles. 
2-20 Amsterdam.  "Amsterdam  Art  Weeks": 
various  art exhibitions  in  museums  through-
out the city. 
11 ~18 Ireland. St.  Patrick's Week:  celebration 
of the  National  Feast  Day,  with  parades  on 
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March  17  in  Dublin,  Dundalk,  Kilkenny, 
Cork,  Limerick,  Sligo,  Waterford,  and  Wex-
ford. 
12·19  Valencia,  Spain.  Fallas  de  San  Jose: 
feast  day  of  the  patron  saint  of  carpenters 
celebrated  with  construction  of  fa/las,  or 
scenes with  figures  satirizing social and politi-
cal themes. 
end  of  March  to  mid-May  Netherlands. 
Flowers  in  bloom  in  bulb  district  between 
Haarlem and Leiden. 
APRIL 
1-September Copenhagen.  400th  anniversary 
of Bakken, Copenhagen's "other" amusement 
park, which is  the world's oldest. 
3  Florence,  Italy.  Scoppio  del  Carro  (Explo-
sion  of  the  Cart):  pyramid  of  fireworks  in 
Cathedral  Square  is  set  off  by  a  mechanical 
dove driven  from  an altar during  High  Mass 
on Easter morning. 
4  Luxembourg.  Emais'chen:  traditional  festi-
val  and  market  during  which  young  lovers 
present  each  other  with  whistling  ceramiC 
birds called peckvillercher. 
4-8  Katwijk  aan  Zee,  Netherlands.  Interna-
tional tulip time music festival. 
27-May  1  Cork,  Ireland.  Cork  Choral  and 
Folk Dance Festival: concerts and events with 
choirs competing from all over the world. 
29-May  2  Koblenz-Guels,  Federal  Republic 
of Germany.  Carnival  of flowers  and proces-
sion at Koblenz Wine Market. 
end April-beg.  May  Munich.  Auer  Maidult: 
traditional antique fair and market. 
MAY 
1-4 Cagliari, Italy.  Sagra  di  Sant'Efisio (Festi-
val  of St.  Efisio):  thousands of pilgrims wear-
ing costumes dating back to 1657 accompany 
the saint's statue on foot, carts, and horses. 
1-15 Cordoba, Spain. Feria de los  Patios Cor-
dobeses: open house at the best of Cordoba's 
interior patios and courtyards, which are cov-
ered with flowers. 
6-20 Bordeaux, France.  Mai  Musical:  music, 
drama, and ballet with international stars. 
7  Netherlands.  National  Windmill  Day  and 
National  Cycling  Day  throughout  the  coun-
try. 
11-15  Jerez  de  Ia  Frontera,  Spain.  Feria  del 
Caballo:  horse-riding  competitions,  costume 
. balls, flamenco, and bullfights. 
12 Bruge~  Belgium.  Holy Blood  Procession: 
procession  depicting  biblical  scenes  and  re-
turn from the Crusades of the Count of Fland 
with vial  of holy blood enshrined in  Bruges. 
23  Wiltz,  Luxembourg.  Genzefest:  festival 
celebrating  the  broom  flowers  which  cover 
the slopes of the Ardennes. 
23 Sassari,  Italy.  Cavalcata  Sarda  (Sardinian 
Cavalcade):  traditional  procession  of  over 
3,000 people in  Sardinian costumes. 
24 Echternach, Luxembourg. St.  Willibrord's 
Day:  medieval  procession  through  narrow 
· cobblestone streets  to  Basilica  and  Shrine  of 
St.  Willibrord. 
27-June 5 Le  Bourget  Airport, France.  35th 
Paris Air and Space Show. 
29 Mons, Belgium. Procession of the Golden 
Chariot and Battle of the Dragon: St.  George 
fights his arch enemy in  the town square. 
29-30  Belvoir  Castle,  England.  Medieval 
jousting tournament. 
JUNE 
early  Greece.  Navy  Week:  local  festivals 
throughout the country,  including  in  Plomari 
(Lesbos), Agia, and Volos. 
9-20 Ireland.  Festival  of Music in  Great Irish 
Houses: beautiful music in  18th-century man-
siOns. 
10-26 Strasbourg,  France.  45th  International 
Music Festival. 
11 London. Queen's official birthday parade. 
11w 12  Le  Mans,  France.  24  Hours  of  Le 
Mans:  world-famous  auto  race  with  amuse-
ment park, games, live  music, and vintage car 
museum. 
14-17  Ascot,  England.  Royal  Ascot:  impor-Festival and parade in the Black Forest region of the Federal Republic of Germany © Diana Scimone 
rant event in  racegoer's calendar, attende'd  by 
members of the royal family. 
JULY 
1-August Epidaurus, Greece.  Epidavria  Festi-
val: ancient Greek drama held in open-air the-
ater at Epidaurus. 
2-3  Maidstone,  England.  Balloon  Meet:  to 
coincide  with  200th  anniversary  of balloon-
ing;  followed  by  international  London  to 
Paris balloon race. 
6-13 Pamplona, Spain.  Fiesta  de San  Fermin: 
running of the bulls through the streets, bull-
fights,  parades,  fireworks.  It's  everything 
Hemingway promised. 
7-Aug.  19  Athens  and  Alexandroupolis, 
Greece.  Wine festivals  reminiscent of ancient 
Dionysian revelries. 
8-10 Hasle, Denmark. Herring festival. 
15-Sept. 20 Paris. Festival  Estival. Concerts in 
historic  sites;  ballet,  drama,  and  an  exhibi-
tions at Pompidou art center. 
mid-July-mid-Aug.  Odense,  Denmark.  Hans 
Christian  Andersen  Festival:  celebrations  in 
the storyteller's hometown. 
17  Venice.  II  Redentore:  Feast  of  the  Re-
deemer celebrated with  procession of gondo-
las  and  other  craft  commemorating  end  of 
epidemic of 157  5. 
AUGUST 
beg.  Aug. Cos, Greece.  Hippokrateia Festival: 
ancient drama performances, flower show, re-
enactment of Hypocratic Oath. 
2-6  Dublin.  Dublin  Horse  Show:  principal 
sporting and  social  event  of the year  in  Ire-
land. 
weekends  Bruges,  Belgium.  Festival  on  the 
Canals: cameo scenes reenacting medieval life 
and historic moments. 
mid-Aug.  RuedesheimjRhine,  Federal  Re-
public of Germany. Wine festival. 
21-Sept.  4  Luxembourg. Schueberfouer: cele-
brations  at  ancient  shepherd's  market 
founded in  1340. 
SEPTEMBER 
3-4 Sint Niklaas, Belgium. 36th international 
balloon competition. 
3-11  Copenhagen.  Arhus  Festival  Week 
1983: concerts, sports, theater, exhibits, cele-
brations. 
4  Venice.  Historical  Regatta:  procession  of 
Venetian  ceremonial  boats  and  competition 
between racing gondolas. 
7-8  Naples.  Piedigrotta:  celebrations  and 
Neapolitan song competition. 
mid-Sept.  Bad  Duerkheim, Federal  Republic 
of Germany.  Wine and  sausage  market,  folk 
festival. 
mid-Sept.  Logrofio and Jerez de Ia  Frontera., 
Spain. Vendimia celebrations: harvest celebra-
tions,  blessing  of grapes,  first  pressings,  folk 
dancing. 
20 The Hague. Prinsjesdag: procession by the 
Queen  in  traditional  golden  coach  to  yearly 
opening of parliament. 
23-25  Galway,  Ireland.  Galway  Oyster  Festi-
val. 
OCTOBER 
1-31  Copenhagen.  Autumn  Exhibition  at 
Charlottenborg, and  Artists'  Autumn  Exhibi-
tion at Den Frie. 
25-29  London.  British  Philatelic  Exhibition: 
major stamp  collectors'  exhibition  in  Wem-
bley Conference Center. 
NOVEMBER 
12  City  of London,  London.  Lord  Mayor's 
Procession  and  Show:  celebrating  inaugura-
tion of Lord Mayor. 
19-21 Burgundy, France. Three Days of Glo-
ry:  most  important  wine  festival  in  France 
with  Brotherhood of Winetasters' banquet at 
Nuits  St.  Georges,  and  folkdancing  at  Hos-
pice de Beaune. 
DECEMBER 
1-24  Nuremberg,  Munich,  Frankfurt,  Co-
logne, and Berlin. Christmas Markets. 
13 or 20 Gouda, the Netherlands. Gouda by 
Candlelight:  townhall  and  market-square  lit 
by  candlelight,  carillon  concert,  lighting  of 
Christmas tree. 
25 Hillegom, Beursgebouw, the Netherlands. 
Christmas exhibition of forced bulbs. 
31  Chios, Greece.  New Year's  Eve:  local  sea-
men  carry  ships'  models  through  town,  end-
ing  in  the  central  square  for  a  parade  and 
award ceremony. E 
Diana Scimone is  Europe's travel correspondent. 
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New Dairy Measures Proposed 
A  package  of  measures  in  the  dairy 
sector was proposed by  the E.C. Corn-
mission  in  early  November  tO  signal 
milk  producers  that  production  will 
exceed  the  guarantee  threshold  for 
1982 and to try to prevent a significant 
build-up  of  stocks.  The  Commission 
adopted the measures after a  thorough 
analysis  of developments  in  the  dairy 
sector indicated  that milk  deliveries  to 
dairies  would  rise  by  2.7  per  cent  in 
1982  and  that  butter  and  skimmed 
milk  powder  production  would  be  6 
to 7 per cent higher than in  1981. 
The Commission  had  made clear in 
the  1982  price  package  that,  in  the 
event of the threshold  eing exceeded, 
it  would  propose  the  appropriate  re-
duction of intervention prices effective 
from  April  1,  1983.  Consequently,  in 
view  of the developments in  the  dairy 
sector,  the  Commission  decided  to 
propose  a  2.2  per  ce  t  reduction  in 
intervention  prices  for  dairy  products 
to  take  effect  at  the  beginning  of the 
1 983-84  marketing  year.  This  action 
was independent of pri  e proposals for 
1983-84.  In  addition,  a  quantity  of 
subsidized butter was to be made avail-
able to consumers, and a  proposal was 
made to increase  the Community sub-
sidy on butter by  33 per cent for those 
benefiting  from  social  assistance.  This 
measure is  optional for member states, 
and only one country currently applies 
it.  The Commission also rook the view 
that  it  was  no  longer  necesary  to  ex-
clude  butter  from  the  range  of food-
stuffs  currently exported  to the Soviet 
Union. Exports of butter to that coun-
try,  however,  will  depend on the com-
mercial  situation on the  butter market 
and  will  be  subject  to  close  surveil-
lance. 
Proposal Backlog Listed 
A  list  of  Commission  proposals  that 
have been submitted to the Council of 
Ministers and are still  pending was  re-
cently  released.  This list  contains  hun-
dreds  of  directives  that  have  been 
awaiting  approval  for  up  to  15  years. 
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Among them are a  1968 proposal for a 
directive  on  the  mutual  recognition  of 
architect's qualifications  in  E.C.  mem-
ber states; a  1 968 proposal for a  regu-
lation on the manufacture and market-
ing  of  butter;  a  1967  proposal  for  a 
regulation  on access to  the inland  wa-
terway  freight  market;  and  a  directive 
proposed  in  1969  on  a  common  sys-
tem  of taxation  for  parent  companies 
and their subsidiaries in  other member 
states.  A  special  mention  was  also 
made  of  32  fisheries  proposals  that 
have  been  piling  up  over the past  two 
years. 
Budget Amendments Adopted 
The  Council  of  Ministers  adopted  in 
November a  draft  supplementary  and 
amending  budget  for  1982  based  on 
the  Commission's proposal. This  bud-
get  includes  expenditures  of over  ECU 
1.3  billion  to  cover  the  financial  im-
pact of the agreed compensation to the 
United  Kingdom and to finance a  spe-
cial  energy  program  to  reduce  the 
Community's  dependence  on  oil  im-
ports.  As  for  agricultural  provisions, 
the  Commission  observed  that  expen-
diture  for  subsidies  had  been  lower 
than  the  original  estimates  for  the 
1 982 budget because of a continuation 
last  fall  of  favorable  market  trends 
both  inside  and  outside  the  Commu-
nity  and  of  improved  market  opera-
tions.  On  the  revenue  side,  several 
items  were added to the 1982 budget, 
including  adjustments  of  value-added 
tax balances and agricultural levies. 
Pollution Protocol Advised 
The  council  of  Ministers  recently 
asked  the  Commission  to  examine  a 
fourth  protocol to the  Barcelona Con-
vention of 1976, which deals with pol-
lution  in  the  Mediterranean. This pro-
rocol  provides  for  the setting  up  of a 
chain of marine and coastal areas along 
the  Mediterranean  ro  preserve  natural 
resources of scientific, cultural, or rec-
reational  importance. Over the last  six 
years, other protocols have been added 
to  the  convention  dealing  with  pollu-
tion  caused  by  dumping  from  ships 
and  aircraft,  cooperation  in  dealing 
with  emergency  cases  of pollution  by 
oil  and  other harmful  substances, and 
pollution from land. Based on the con-
. vention,  16  Mediterranean  states  and 
the Community launched the Mediter-
ranean  Action  Plan  in  1976  for  co-
operation  on  pollution  prevention 
measures. 
Euro-mortgages Foreseen 
In  a  speech  in  Munich  last  fall,  EC 
Commission  Vice  President  ChristO-
pher  Tugendhat  told  the  European 
Federation of Building Societies that he 
hoped within two years to have a draft 
directive  aimed  at  opening  up  the 
housing finance  market on a  European 
basis.  He also  announced a  forthcom-
ing  study  on  problems  relating  to  Eu-
rope-wide  mortgages  on  residential 
property.  Commission  officials  are  al-
ready  studying  the  problems  arising 
with  loans  for  non-residential  pur-
poses.  The  new  study  will  also  deal 
with  freedom  of  establishment  of 
credit  institutions  in  other E.C.  mem-
ber  states  and  with  the  freedom  to 
carry out business across  borders, said 
Tugendhat.  He  said  the  best  way  to 
deal  with  exchange  rate  problems 
would  be  to  denominate  all  transac-
tions in  European currency units. 
Regional Development 
Planned 
The  E.C.  Commission  announced  in 
October several  proposals involving re-
gional  assistance  totaling ECU  710 mil-
lion  over  five  years.  This  funding  will 
come  from  the  non-quota  section  of 
the  European  Regional  Development 
Fund and is  intended for areas affected 
by  industrial  restructuring. The regions 
that  will  benefit  are  in  Belgium, 
Greece,  Italy,  France,  the  Netherlands, 
Ireland, and the United Kingdom. 
The proposed  measures  cover three 
main  areas:  strengthening and  extend-
ing measures adopted in  1980 and cur-
rently  being carried our in  the fields of 
enlargement,  energy,  shipbuilding,  and 
steel;  extending a  number of measures 
ro  include  Greece;  and  assistance  for 
certain  areas  adversely  affected  by  the 
restructing of the  textile  and  clothing 
industry. The Commission was also ex-
pected ro propose new measures to ex-
tend  the  economic  development  basis 
in  Ireland and Northern Ireland. 
From  the  quota  section  of the  Re-
gional Fund, the Commission approved 
an  allocation  of EC:LJ  205.8  million  for 
333  investment  projects  as  follows: 
ECLJ  42.3  million  for 95 projects in  in-
dustry,  artisan  activities,  and  the  ser-
vices  sector, enabling 7,718  jobs to be 
either  created  or  preserved,  and  ECU 
163.5  million  for  238  infrastructure 
projects.  Italy,  the  United  Kingdom, 
and Ireland are the main beneficiaries. 
Regional  Development  Fund  aid  in 
1981  was  over ECU  1.7  billion,  an  in-
crease of more than  50 per cent over 
1980. Most of this  money went to in-
frastructure  projects,  mainly  in  trans-
portation  and  water supply;  assistance 
for investment in  industry and the ser-
vices  should  have  created  around 
60,000 jobs. 
Road Accidents Increase 
About  20,000  more  accidents  a  year 
take place now on Europe's roads than 
15  years  ago.  Different  insurance  pre-
miums  in  different  member  states, 
meanwhile,  have  resulted  in  unequal 
and sometimes inadequate amounts of 
compensation  to  accident  victims.  To 
remedy  the  situation,  the  Council  of 
Ministers  recently  began  examination 
of a Commission proposal for a second 
directive on the harmonization of road 
accident  insurance  plans  to  provide 
mlmmum  coverage  for  accident  vic-
tims. 
€) E.  A.  H;:mis, Canada Nuclear Venture Authorized 
A  British-German  joint  venture  to 
manufacture and  distribute  radioactive 
material  and  products,  Amersham 
Buchler  GmbH  &  Co.  KG,  was  an-
nounced  by  the  E.C.  Commission  in 
early  November. The products will  in-
clude  radiochemcial  products  for  re-
search  purposes,  radiopharmaceutical 
products, and radiation sources. 
Until  recently,  Amersham  Interna-
tional  Ltd.  was  indirectly  wholly 
owned by the British Government. The 
company  originally  acted  as  the  com-
mercial  department  of  the  United 
Kingdom  Atomic  Energy  Authority 
(UKAEA).  In  spring 1982, its shares were 
·offered  and  issued  to  the  public. 
Amersham  still  has  access  to  the  nu-
clear  facilities  of  the  UKAEA,  from 
which  part of its  radioactive  products 
derive.  Buchler  had  acted  for 
Amersham  as  sole  distributor for  Ger-
many.  When  the  joint  venture  was 
founded,  Buchler transferred  its  radio-
active  product  business  to  the  joint 
venture,  but  remained  an  independent 
producer in  its other product lines. 
Since  the  two  parent  companies 
were  competitors,  the  agreements  set-
ting  up  the  joint  venture  fall  under 
competition  policy.  The  Commission 
authorized  the  arrangments  since  the 
joint venture  contributes to  improving 
the  production  and  distribution  of 
goods  by  enabling  Amersham  to  pro-
duce  and  market  a  greater  variety  of 
products  in  Germany.  Moreover,  the 
new entity provides the basis  for creat-
ing  a  nuclear waste disposal  service  vi-
tal  to  the  marketing  of  radioactive 
products. 
Film Subsidies in Danger 
The E.C.  Commission acted  to initiate 
a  block on state aids to film-makers in 
Germany,  Italy,  and  Denmark  on  the 
basis  that the Governments were help-
ing  only  national  film-makers  and  not 
all  E.C.  film-makers,  thereby  breaking 
competition  rules  by  giving  the  recipi-
ents  an  unfair advantage.  Commission 
officials were hopeful that the national 
laws would be adapted to E.C.  compe-
tition rules by  the end of 1982. 
Protectionism Decried 
The  growing  tendency  toward  re-
nationalization of domestic  markets  in 
the E.C.  member states was the subject 
of a  recent  warning  by  E.C.  Commis-
sioner  Frans  Andriessen,  responsible 
for  competition  policy.  He  said  that 
member states were doing themselves a 
disservice  by  erecting new  trade  barri-
ers  such  as  compulsory  indication  of 
origin and compulsory use of a particu-
lar  language  on  customs  documents, 
thereby sealing off their domestic mar-
kets. 
Andriessen went on to say  that pub-
lic  intervention  in  the  management of 
firms  was  spreading rapidly.  "Whether 
in  the  form  of nationalizations, acqui-
sition  of  holdings,  or  straightforward 
national  aids,  this  growing  interven-
tionism  is  threatening to  break  up  the 
Community  market.  Instead  of 
strengthening  the  industrial  base,  it  is 
undermining  it."  Cooperation  and 
mergers  between  European  firms,  he 
said, were being thwarted. 
These  developments  work  to  the 
detriment of E.C.  firms  and  play  into 
the  hands  of Japanese  and  U.S.  com-
petitors,  according  to  the  Commis-
sioner; he called on the Community to 
stem this tide, saying that industry and 
commerce  needed  a  Community 
framework.  "National  standards 
should  be  superseded  by  Community 
standards,  customs  formalities  simpli-
fied ...  and  capital  movement  liberal-
ized," said Andriessen. 
Fighting Hoof-and-Mouth 
The  Food  and  Agriculture  Organiza-
tion  of the  United  Nations  has  asked 
the Community  for  $870,000  for  the 
purchase  of  vaccine  to  maintain  the 
buffer  zone  against  hoof-and-mouth 
the  ruling  endangers  the  duty-free 
shops  at  airports  and  ports  of  the 
Community.  The  only  types  of  duty-
free shopping ruled out by  the Court's 
decision  are  the  handful  of so-called 
butter-ship  tours  which  had  offered 
short  excursions  from  North  Sea  or 
Baltic ports into international waters to 
qualify  for  international  duty-free  sta-
tus. 
Italian Steel Merges 
Finsider, part of an  Italian state-owned 
conglomerate,  and  the  car giant  com-
pany,  Fiat, recently agreed that Finsider 
would take over the steel  activities  of 
Teksid,  one  of  Fiat's  holding  compa-
nies.  The  Commission  has  given  the 
go-ahead  to the  takeover on  the  basis 
that the merger is  unlikely  to alter the 
balance  between  companies  in  the 
markets concerned. The move will  re-
sult in  a  drop in  production costs and 
greater economies of scale,  which  co-
incides  with  the Commission's restruc-
turing goals for the E.C. steel industry. 
disease  that was set  up  in  1 962 along  •  •  . 
the  Greco-Turkish  border.  The  E.C. 'Parhament Ftghts Terronsm 
contribution  would  continue  the  pro- When  asked  in  a  recent  survey  about 
gram until  1984 and protect the Corn- what  worried  them  most,  almost  70 
munity  from  an  epidemic  of the  dis- per cent of the  Europeans  questioned 
ease.  All  animals  within  the  buffer  answered the increase in  crime and ter-
zone that are susceptible to the disease  rorism.  Now the European  Parliament 
are vaccinated.  has  called  for the creation of a  "Euro-
Information Policy Planned 
Research  and  Technology  Ministers 
meeting  in  November  agreed  on  the 
essential features of E.C. activity  in  in-
formation technology.  Pilot projects in 
advanced  microelectronics,  software 
technology, advanced information pro-
cessing,  office  automation  exchange 
systems  would  be  carried  out  on  a 
cost-shared  basis  between  contractors 
and the Community, with the Commu-
nity's share estimated at ECU 11.5  mil-
lion. 
The  ministers  also  worked  on  the 
experimental  phase  of  a  project  to 
stimulate  the  scientific  and  technical 
potential  of the  Community.  The  ex-
perimental  phase  would  test  ap-
proaches and  methods of Community 
stimulation  in  seven  areas:  pharmaco-
biology,  solid  stare  physics,  optics, 
combustion,  photometry  photoacous-
tics,  interface  phenomena,  and  cli-
matology.  Funds needed for  this phase 
would  be  ECU  7  million.  Partial  agree-
ment was also reached on a program in 
the  fields  of  science  and  technology 
for  development.  This  program  would 
concenrrate on i:ropical  agriculture and 
on  medicine,  health,  and  nutrition  in 
the tropics.  Funding an initial four-year 
period  would  cost  about  ECU  40  mil-
lion. 
Duty-Free Shops Remain 
Following  months  of  speculation 
about the possibly  drastic  impact of a 
1981  European  Court of Justice  deci-
sion on duty-free zones, the E.C. Com-
mission  has  emphatically  denied _!hat 
pean  judicial  zone"  to close the  loop-
holes inherent in  the free  movement of 
goods  and  people  between  member 
states.  It  has  asked  the  E.C.  Commis-
sion to draw up a directive on the sup-
pression of terrorism and the introduc-
tion  of  a  clause  allowing  for  the 
extradition  of criminals and  terrorists. 
At  a  special  meeting  in  late  October, 
the 10 E.C. Justice Ministers examined 
two  European  conventions  laying 
down  procedures  to  be  applied  after 
the  capture  of a  terrorist  and  pressed 
for  closer collaboration  with  the  E.C. 
Interior Minister. 
Cultural Activities Readied 
Plans  to  step  up  activities  in  cultural 
affairs  have  been  outlined  by  the  E.C. 
Commission.  The  four  priority  areas 
are:  freedom  of  trade  in  cultural 
goods; improving the living and work-
ing  conditions  of artists  and  authors; 
enlarging  the  audience;  and  conserva-
tion  of  the  architectural  heritage.  A 
traveling  art  exhibition  of  300  paint-
ings  by  young  Community  painters  is 
scheduled  for  1982  and  1 983,  and 
1985  will  be  dedicated  as  European 
Music Year. 
Social Fund Spending Set 
Major  new  Social  Fund  allocations 
were  approved  by  rhe  E.C.  Commis-
sion  in  October, totaling ECU  649  mil-
lion  for  projects in  several  areas.  This 
funding followed an  earlier ECU 14 mil-
lion  approved  for a  limited  number of 
projects to assist  migrant workers. To-
gether  with  other  1982  Social  Fund 
decisions,  these  amounted  to  nearly 
ECU  1.3  billion,  an  increase  of about 
30 per cent over last year. 
The latest decision  included  funding 
to relieve the unemployment situation, 
particularly  for  young  people  who 
were to receive  more than  half of the 
allocation.  Other  areas  to  benefit  in-
cluded regions,  the handicapped, tech-
nical  progress,  textiles,  migrants,  and 
women. 
At  about  the  same  time  the  Corn-
mission  proposed  a  radical  simplifica~ 
tion in  the complicated structure of the 
Social  Fund,  with  one  broad  area  of 
activity to encompass practically all  the 
training  and  employment  initiatives. 
Given  the  particular  importance  of 
youth  unemployment, a  separate  cate-
gory  of intervention  was  proposed  for 
young  people  under  the  age  of  18. 
Procedures for selecting applications in 
these  two  areas  would  be  improved, 
and  special  provisions  would  be  made 
for  regions  suffering  the  most  acute 
problems. 
Social Security Examined 
The E.C. Commission approved in  No-
vember  a  communication  on  current 
social  security  problems  that  aims  at 
stimulating  extensive  distussion  at 
Community  level.  The  paper  starts 
with  a  brief outline of the E.C.  mem-
ber  states'  economies  and  social  pro-
tection systems,  which  cover social  in-
surance  for  unemployment,  health 
services, and family benefits. These sys-
tems  vary  considerably  from  state  to 
state.  Despite  the  differences  among 
them, said the Commisison, they share 
one point: The percentage of gross do-
mestic  product  allocated  to  them  has 
grown more rapidly than has gross do-
mestic product itself. 
The Commission also  said  that it  is 
the  economic  crisis  that  is  principally 
responsible  for  present  difficulties  in 
social security systems, rather than any 
faults  in  the systems themselves. At the 
same  time,  stressed  the  Commission, 
"social protection is  a precondition for 
maintaining a  high  level  of skills,  effi-
ciency,  and  motivation  in  the  eco-
nomic life of Europe." 
As  for corrective measures,the Com-
mission  said  priority could be given  to 
the  specific  areas  of  healthy  expendi-
ture,  reassessment  of  social  benefits, 
and  simplification  of  social  security 
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called  for a  review  of methods for fi-
nancing  social  security  and  discussion 
of  reorganization  of  the  present  sys-
tems with a  view  to making them bet-
ter able to meet current social needs. 
Parliament Attacks War Toys 
The  European  Parliament  called  for  a 
crackdown  on the  sale  of advertising 
of war toys last September by a vote of 
82  to  45.  The  parliamentarians  acted 
on grounds that the toys may represent 
a  physical  danger  to  children  and  are 
frequently  used  as  replica  weapons  in 
criminal actions. 
This  move  followed  warnings  from 
some  police  forces,  especially  in 
Northern  Ireland,  that  tragic  conse-
quences  could  arise  if  they  were  con-
fronted  by  children  holding  what  ap-
peared  to  be  real  weapons.  The 
decision  would  affect  Europe's  toy-
producing  industries,  which  employ 
25,000  people  in  Germany,  and  over 
17,000 in  France.  Since  war toys con-
stitute  I 0  per  cent  of  their  output, 
some  parliamentarians  suggested  that 
E.C.  funds  be  made available  to  con-
vert  production  lines  to other catego-
ries of toys. 
Noise Reduction Proposed 
A directive aimed at reducing the risks 
of deafness  from  exposure to  noise  at 
work was sent to the Council of Min-
isters  in  October.  The  Commission's 
proposal would ensure a  minimum de-
gree  of  protection  throughout  the 
Community with a  daily average expo-
sure no greater than 85 decibels. 
Exposure  to  high  noise  levels  is 
known  to  cause  hearing  loss  and  the 
risk  is  controlled  by  limiting  the 
amount  of  noise,  either  by  reducing 
the levels or the duration of exposure. 
The recent proposal also  calls  for sur-
veillance  of  the  hearing  of  workers 
likely  to  be  over  exposed  to  noise. 
This  should  allow  detection  of  af-
fected  hearing  before an  unacceptable 
degree of handicap occurs. 
Historic Preservation Planned 
sion  proposed  that  the  Council  of 
Ministers adopt a  five-year action pro-
gram costing ECU  140 million  to be fi-
nanced largely by the Social  Fund. The 
three main  areas of concern were:  the 
social  and  vocational  preparation  of 
the  young;  training  for  women;  and 
training  to  support  social  and  eco-
nomic  change,  particularly  in  job cre-
ation. 
A  new  plan  to  protect  Europe's  cui- Steel Sector Hit Hard 
rural. and  architectural  heritage  was 
proposed  by  the  European  Parliament  Forecasts announced by  the E.C. Com-
last  fall.  It  calls  for  the  creation  of a  mission  toward  the  end  of  1 982  set 
European  Fund  for  Sites  and  Monu- total production between October and 
ments to begin  a  priority  inventory of  December at 25.6 million  tons,  6  mil-
locations  needing  protection  and  to  lion  tons less  than for the same period 
launch aid programs to stem the deteri- last  year.  Commission officials did  not 
oration of Europe's rich  heritage.  This  expect demand  to pick  up  because of 
action would unite the resources of na- stagnation  in  the  two  key  sectors,  car 
tiona(  and  regional  authorities and the  manufacturing and constmction. 
private sector.  This  situation  could  lead  to  stocks 
The  Parliament  does  not  view  the  building  up  and  to  dangerous  price 
safeguarding  of  monuments  and  his- cutting.  To  prevent  this,  the  Commis-
torical properties as a  luxury, but as an  sian  decided  to  lower still  further  the 
economic investment. The plan  makes  production  quotas.  Plans  to  stimulate 
clear  that  the  preservation  of  historic  investment in  new industries are to be 
sites  generates  employment  for  small- introduced to help  regions  hardest  hit 
and  medium-size  enterprises  and  for  by  the  steel  crisis.  Regional  Policy 
tourist  and  service-oriented  profes-' Commissioner  Antonio  Giolitti  indi-
sions.  The  Parliament's  proposal  also  cared that about ECU  200 million could 
stresses  the  environmental  aspect  of  be made available for this purpose. 
such activities and emphasizes the need  Between  1974 and the beginning of 
for  urgent  action  to  protect  sites  1982,  247,000  jobs  were  lost  in  the 
against pollution.  steel  industry.  With  the cutting ·of ex-
The E.C. Commission has already al- cess  capacity  to  come  as  part  of  the 
located  funds  for  individual  projects  restructuring  process,  yet  more  jobs 
and  training  programs  for  young  arti- will  go over the next three years.  The 
sans  to  acquire  skills  associated  with  Commission  considers  it  essential  to 
restoration and preservation. About 50  use  the  full  range  of E.C.  financial  in-
scholarships  were awarded  recently  to  stmments to back up  the reconversion 
train  specialist  architects,  engineers,  policy  and  to make  it  easier to create 
town planners, and other craftsmen  in  other  economic  activities  as  alterna-
Leuven,  Rome,  Munich,  Venice,  and  rives  to  the  steel  industry.  Measures 
the island of Tinos, Greece.  under discussion  include  strengthening 
European  Coal  and  Steel  Community 
(Ecsc)  instruments in  three main  areas: 
ECONOMY 
making  more  studies  and  organizing 
more  actions  on  the  preparation  of 
small  projects  in  new  fields  of  eco-
Job Initiatives Proposed 
A  joint policy  approach  to  unemploy-
men~ was  proposed  by  the  E.C.  Com-
mission  in  November  in  a  move  to 
consolidate  efforts  to  provide  more 
jobs.  The  measure  proposed  to  Eco-
nomic  and  Social  Ministers  fall  into 
three  areas:  strengthening  the  econ-
omy;  reorganizing  working  time;  and· 
improving  employment  opportunities 
for young people. 
To  improve  the  economic  climate, 
economic  and  social  policy  must  aim 
at  investment-led  growth,  said  the 
Commission.  This  approach  includes 
measures to improve international eco-
nomic  and  financial  stability;  to  in-
crease convergence and stability within 
the Community; and to promote struc-
tural  change and investment in  the me-
dium-term. 
Regarding  the  reorganization  of 
working  hours,  the  Commission  said 
that  overtime  should  be  avoided,  but 
that  a  reorganization  of  working 
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time-possibly  in  combination  with  a 
reduction  in  working  hours-could 
lead  to  increased  employment.  The 
Commission also called on the Council 
of  Ministers  to  act  on  proposals  on 
flexible  retirement and part-time work 
that had already been tabled. 
Young  people represent 40 per cent 
of the Community's  unemployed, and 
the  Commission  considers  rhar  special 
action  to  promote  the  recruitment  of 
young  people  and  increase  employ-
ment  opportunities  is  necessary  to  re-
tain their capacity to contribute to eco-
nomic  recovery.  Measures  in  this  area 
include  special  recruitment  programs 
linked  to  reductions  in  working  time, 
such  as  part-time  or  shared  jobs  for 
young  people;  recruitment  premiums 
or wage  subsidies  for  particularly  dis-• 
advantaged  groups  of  young  people;· 
and a  more developed system  of local 
guidance and counseling for rhe young. 
In  an  earlier communication  regard-
ing  vocational  training,  the  Commis-
nomic activity;  trying  to apply  new  re-
conversion techniques; and making the 
interest  rate  rebates  on  ECSC  reconver-
sion  loans play a  greater part.  Retrain-
ing  steel  workers  is  generally  covered 
by  ECSC:  measures, but the Commission 
feels  that revisions of the Regional and 
Social  Funds could also provide much-
needed assistance in  rhe steel sector. 
New Shipping Help Sought 
The  E.C.  Commission  has  proposed 
extending  for  three  years  aid  to  the 
shipbuilding industry which was  to ex-
pire the end of 1982. The reason given 
for the extension was that aid provided 
since  April  1981  had not yet achieved 
the goal of making the E.C.  shipbuild-
ing  sector  competitive  and  indepen-
dent. 
So  far the aid  has provided the basis 
for  a  number of restructuring projects 
involving  reductions  in  capacity  in 
shipbuilding.  E.C.  rules  on  state  aids 
from  1967  ro  1981  also  emphasized 
reducing excess capacity.  Over this  pe-
<D  Mirropoulos, Ta  Nea, Greece 
riod, capacity was cut by about 30 per 
cent and the workforce by 40 per cent, 
while  output  fell  by  48  per  cent.  In 
1982,  however,  there  was  a  shift  in 
strategy by  the member states, who ar-
gued that it  was  not possible to make 
further  cutbacks  in  the  industry.  In 
some  cases  the  Commission  accepted 
the  idea  of  consolidated  restructura-
rion,  rhus  acknowledging that there  is 
a  limit  to how far  the industry  can  be 
cut back, giv91  the need to maintain a 
minimum strategic industrial base. 
Petrochemicals Demand Down 
According  ro  a  recent  meeting of Eu-
ropean  chemical  and  general  workers 
unions, only 60 to 65 per cent of ex-
isting production can  be marketed and 
-given an expecte.d 5 per cent growth 
rate in  1 983-the situation will  deteri-
orate.  In  1981, only  10.5 million  tons 
of petrochemicals  were  marketed  out 
of a  capacity  of  17  million  tons.  The 
unions  believe  that  plant  closures  are 
inevitable. 
Most of the problems  faced  by  the 
industry in  Europe can be attributed to 
a  ~all  in  demand  and  to  over-invest-
ment,  and  tough  competition,  though 
concern is  now growing over the threat 
of  foreign  competition,  particularly 
from  Middle  Eastern  producers  who 
have  invested  in  new  petrochemical 
plants in  recent years. 
Inflation Slows Down 
According  to  E.C.  statistics  for  1  982, 
prices  increased  by  only  6.8  per  cent 
during the first  eight months compared 
to an  8.5 per cent rise during the same 
period in  1 981. 
1983 ECSC Budget Drafted 
The  1983  draft  operating  budget  for 
the  European  Coal  and  Steel  Commu-
nity  (ECSC:)  was  released  in  October. 
The proposed budget included ECU  150 
million  for  social  expenditure~  for  re-
deployment  and  measures  connected 
with  restructuring  the  steel  industry; 
ECU  54 million  in  aid  for research;  ECU 
53  million  as  aid  in  the form  of inter-
est  subsidies;  ECU  6  million  in  aid  for 
.the coking coal  and metallurgical  coke 
industries;  and  ECU  5  million  for  ad-
ministr\]tive costs. 
' ! Stabex Payments Decided 
Stabex  payments  for  losses· in  export 
earnings  in  1981  by  African,  Carib-
bean,  and  Pacific  (ACP)  developing 
countries  that  are  partners  with  the 
Community  under the  Lome  Conven-
tion have been announced. The financ-
ing  shortfall  encountered  for  the  first 
time in  1980 occurred again  for 1981. 
justified  requests  totaled  more  than 
ECU  453  million,  but  available  re-
sources  amounted  to  little  more  than 
ECU  112 million. 
A  reduction  in  requests,  because  of 
debts owed to Stabex  by  some of the 
developing countries and through addi-
tional  financing. of  ECU  70.7  million, 
brought  reque~ts  down  to  ECU  427.3 
million  and  available  financing  up  to 
ECU  182.8  million.  Allocations  were 
accordingly  decided  as  follows:  The 
least  developed  AC:P  states  would  re-
ceive  payments  of  46.5  per  cent  of 
losses sustained, and the rate for other 
countries  would  be  fixed  at  41.9  per 
cent;  100  per  cent  compensation 
would,  however,  be  paid  for  losses  of 
less than ECU  1 million. 
EIB Loans Reported 
As  part of the pre-accession aid offered 
by  the  Community,  the  European  In-
vestment Bank  (EIB)  loaned ECU  10 mil-
lion  to  Spain  for  investment  in  indus-
trial  energy-saving  plans  and 
development  of  domestic  energy  re-
sources. A  loan of ECU  10 million  was 
also granted  last  fall  to  help  Uganda's 
economic  recovery  through  the  mod-
ernization  of  medium-scale  industrial, 
agribusiness, and mining enterprises. 
In  1981, EIB  loans  reached a  record 
EC:U  2.2 billion.  More than 80 per cent 
of the projects were located in  the Ital-
ian  Mezzogiorno,  Ireland,  Northern 
Ireland, Greece, Greenland, and  in  re-
gions  where  unemployment  was  more 
than  25 per cent above the  E.C.  aver-
age.  Areas of southern  Italy  devastated 
by  earthquake  damage  in  1  980  were 
another major area  of EIB  financing  in 
1981.  Overall,  about  60  per  cent  of 
the  loans  were  made  in  Italy,  15  per 
cent  in  Ireland,  11.4  per  cent  in  the 
United  Kingdom,  6.7  per  cent  in 
Greece, and  lesser  amounts  in  France, 
Denmark, and Belgium. 
New Aid Strategy Sought 
In  cooperation  for  the  first  time  with 
the developing world, "real objectives" 
have  been set to adapt policy to "eco-
nomic reality," said  E.C.  Development 
Commissioner Edgard  Pisani about the 
Community's new  development  policy 
proposed  in  late September.  Pisani  de-
nounced  as  an  "historic scandal"  past 
neglect  of food  production.  The  new 
strategy  for  future  aid  policies  would 
stress rural  and food development, co-
operative strategic  planning, long term 
and  regional  links,  and  increased  aid 
transfers.  Most  effective  use  of funds 
to achieve a higher degree of self-suffi-
ciency  in  developing countries was the 
objective underlined by Pisani. 
Food  Shipments Arranged 
Proposals  for  food  aid  to  Honduras 
and  Tunisia  were  made  by  the  E.C. 
Commission in  late September. The aid 
to Honduras would  be in  the form  of 
2,000 tons of milk  powder worth  ECU 
2.3 million. Half of this amount would 
be  distributed  free  and  half would  be 
sold to the dairy industry with the pro-
ceeds going to finance a project to sta-
bilize  prices  at levels  accessible  to  the 
people.  Food  aid  has  been  going  to 
Honduras since 1974, with allocations 
worth a total of ECU  20.6 million. 
Following a  request  by  the Tunisian 
Government  for  multiannual  food  aid 
to  increase  milk  supply  and  generate 
financing  for  stock-farming  projects, 
the Commission has proposed a  multi-
annual  program  worth  EC:U  31.2  mil-
lion. At the same time, an allocation of 
1,000  tons  of  milk  powder and  345 
tons  of  butteroil  was  proposed  for 
1982. 
African Nations Get Aid 
The authorities of Angola and Mozam-
bique  have  notified  the  Commission 
that they  intend to participate in  nego-
tiations  in  September  to  renew  the 
Lome Convention. The decision means 
that these two nations are now entitled 
to  about  ECU  17  million  in  E.C.  aid 
available  under  its  program  for  non-
associated developing countries. Teams 
of experts  will  visit  the  two  countries 
to  identify  projects  suitable  for  rapid 
funding,  which  must  be  concerned 
with  either  rural  development  or  re-
gional cooperation. 
New Food Aid Proposed 
The E.C.  Commission proposed an  in-
crease  of more  than  160,000  tons  in 
the cereals food aid program approved 
for  1982,  which  was  cut  from  the 
Commission's  initial  request.  The  in-
crease  would  bring  the program  up  to 
the  original  allocation.  The  new  food 
aid  would go to countries in  southern 
Africa  that  face  food  shortages  as  a 
result  of  severe  drought;  to  Peru, 
which  suffered  a  cereals  shortfall,  as 
well  as  to other Latin  American coun-
tries;  to  Kampuchea  and  the  Yemen 
Arab  Republic,  whose  requirements 
were  not  known  when  the  original 
program was drawn  up; and to several 
developing  countries  worldwide  that 
were  not originally  included  or whose 
allocations  were  cut  back  when  the 
program was approved  by  the Council 
of Ministers. 
Development Aid Decided 
New financial aid for projects in  devel-
oping countries was announced in  Oc-
tober  by  the  European  Development 
Fund.  Out  of 24  projects,  the  largest 
allocations were:  ECU  15.4 million  for 
construction  and  equipment of hospi-
tals and a school for laboratory techni-
cians  in  Ethiopia;  ECU  9.5  million  for 
rehabilitation  of the  seeds  industry  in 
Uganda;  ECU  12.8  million  for  control-
ling  hoof-and-mouth  disease  in  Bo-
tswana and Zimbabwe; ECU  10 million 
for  road  improvement  in  Niger  and 
Upper  Volta;  nearly  ECU  9  million  for 
road  repairs  in  the  Central  Africa  Re-
public;  and  almost  ECU  11  million  to 
establish  and  renovate  the  regional 
telecommunications  networks  for  aid 
to air navigation in  the Indian Ocean. 
Emergency Aid for Lebanon 
The  E.C.  Commission  voted  in  Octo-
ber  to  contribute  funds  to  an  emer-
gency  relief plan  for  Lebanese citizens 
and  Palestinians in  Lebanon. The plan 
has  been  drawn  up  by  the United  Na-
tions  Disaster  Relief  Office  and  is  to 
cost  ECU  17  million,  of  which  the 
Commission is  to provide almost ECU  9 
million.  Over  230,000  Lebanese  and 
Palestinians  in  West  Beirut  and. south-
ern  Lebanon  will  benefit  from  the 
funding for  relief supplies, services,  re-
construction  work, and  temporary ac-
commodations.  Community  aid  to 
Lebanon  so  far  totals  more  than  ECU 
22 million. 
Emergency  aid  of  ECU  90,000  was 
also  granted  to  help  the  Government 
of  Ghana  tackle  a  cholera  epidemic; 
ECU  500,000  was  announced  for  the 
Cape  Verde  Islands,  which  are  suffer-
ing  from  a  severe  drought;  and  ECU 
400,000  was  allocated  to  Benin  for 
flood  relief.  Food  aid  worth  EC:U  2.1 
f:\ 
jj~ 
<D  Bas, Tachydromos, Greel'e 
million  was  granted  to  Sri  Lanka  for 
relief  of  famine  brought  on  by 
drought.  This  country had  already  re-
ceived  food  aid  amounting to ECU  5.9 
million.  In  addition, the E.C. Commis-
sion decided to allocate Sri  Lanka 350 
tons of sugar.  . 
Aid Guidelines Posted 
General  guidelines  for  financial  and 
technical cooperation with the non-as-
sociated  developing  countries  was  ap-
proved by  the E.C. Commission in  Oc-
tober.  The  proposal  breaks  down  the 
assistance  into  geographical  and 
sectoral  categories.  The  amount,  esti-
mated at ECU  290 million  in  the Com-
mission's  preliminary  draft  budget  for 
1983, has yet to be determined. 
Non-associated developing countries 
include  about  30  countries  in  Asia, 
Latin  America,  and  Africa  and  repre-
sent  a  total  population  of  1.3  billion 
people (not including China), of whom 
1.2 billion live  in  15  countries with an 
annual  per capita  income of less  than 
$370.  Asian  countries  are  to  receive 
about  three-fourths of the  funds.  Po-
tential  beneficiaries  there are  countries 
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E.C. aid, plus a  few others. A possibil-
ity  is  China, which has not received aid 
under  previous  E.C.  programs  but  in 
recent  years  has  been  identified  as  a 
developing  country.  In  1979,  average 
per capita  income in  China was  $260. 
Eligible  Larin  American  countries  are 
to  receive  up  to  20  per  cent  of  the 
funds, and African countries will  bene-
fit  from at least 5 per cent of the aid. 
Priority will  continue to be given  to 
the  rural  sector and,  whenever  possi-
ble, to operations connected with food 
supplies.  These  operations  will  focus 
not only on the actual production, but 
on upstream and downstream activities 
and  on production and  back-up  infra-
structure (including welfare and educa-
tion infrastructure) in  order to improve 
the income and living conditions of the 
people. 
ENERGY 
Energy Investments Soar 
About  45  per  cent  of  the  European 
Investment Bank's (EIB)  total lending in 
the Community for  1981  went to en-
ergy-related projects. The sum reached 
ECU  1.4  billion,  of  which  about  half 
was  for  the  construction  of  nuclear 
power stations in  the Federal  Republic 
of Germany,  France,  Belgium,  and  It-
aly.  EIB  energy  loans  were  primarily 
aimed  at  developing  indigenous  re-
sources, diversifying imports, and using 
energy more rationally. 
On  top of the  ECU  700 million  nu-
clear  investments,  loans  aimed  at  ex-
ploiting  Europe's  oil  and  gas  reserves 
added  up  to  ECU  420  million.  Other 
big  loans  went  to  the  extension  of 
power lines,  thermal and  hydroelectric 
power  stations,  combined  heat  and 
power generating  plants,  and  coal  ex-
traction. 
Brown Coal and Peat Studied 
A  report  was  adopted  by  the  E.C. 
Commission  in  October showing  that 
brown  coal  and  peat are secure,  eco-
nomically  viable  energy  sources  and 
constitute an  important primary energy 
source  for  power  stations.  Both  have 
now entered  the  industrial  and  house-
hold  heating  markets,  said  the  report, 
and  their  importance  will  grow  even 
further  in  Greece  and  Ireland.  Al-
though  the development of Scotland's 
peat reserves  is  still  an  open  question, 
the  reserves  in  general  are  abundant 
enough  to  allow  extraction  of  both 
these fuels  for a  long time to come in 
the member states concerned. 
Brown  coal  and  peat  have  a  far 
smaller  share  than  hard  coal  in  the 
Community's  energy  production  and 
consumption. In  1981, brown coal ac-
counted for 6.4 per cent of the overall 
primary  energy  production,  and  peat 
0.2 percent.  Neither product is  traded 
between  E.C.  member states.  By  com-
parison,  hard  coal  accounted  for 20.4 
per  cent  of  E.C.  energy  consumption 
and  3 I.  2  per cent of indigenous  en-
ergy production for that year. 
Since almost all  brown coal and peat 
is  extracted  by  open-cast  mining  over 
large  surface  areas,  environmental 
damage  is  immense.  Land  reclamation 
laws  are  in  force,  however,  and  the 
cost advantage of both fuels  is  so great 
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that  the  financial  burden  of  reclama-
tion does not pose an economic prob-
lem. The production of both these fu-
els  has  also  significantly  improved  the 
employment  situations  in  certain  re-
gions. 
Peat  deposits  are  found  in  every 
member state except Belgium and Lux-
embourg,  although  the  size  and  eco-
nomic  significance  vary  widely.  To 
date,  only  Ireland  has  benefited  from 
E.C.  financial  aid  for peat production; 
France,  Federal  Republic of Germany, 
and  Greece  have  received  Community 
support for brown coal production. 
Natural Gas Pricing Sought 
Natural  gas  is  the  latest  subject  of 
Commission  energy  pricing  proposals. 
The  main  recommendations are  based 
on  the  scarcity  of  natural  gas  in  the 
Community, which  necessitates  a  pric-
ing structure ensuring the best possible 
use  of available  resources.  The Com-
mission  proposals  also  said  prices 
should  be  set  in  such  a  way  that they 
can  be  adjusted  quickly  to  changes  in 
the prices of other energy sources. Ad-
ditional  recommendations  were  that 
price  structures  that  effectively  subsi-
dize  consumption  or encourage  waste 
should be scrapped, a two-tariff system 
covering fixed costs and another which 
varies with the quantity of gas supplied 
should be set up, and special tariffs for 
off-peak periods should be arranged. 
In  a report on natural gas adopted in 
October, the Commission  said  that  by 
1990 a  total of 56 per cent of the gas 
consumed  by  the  Community  will  be 
covered  by  domestic  production.  The 
balance will  be  provided by  traditional 
suppliers such  as  Algeria,  Norway, the 
Soviet  Union,  and  to  a  lesser  extent, 
Libya, which will  be supplying Italy. 
Imports of natural  gas  will  account 
for  8  per  cent  of  total  energy  con-
sumption, if  it  is  assumed  that current 
negotiations between the Soviet Union, 
Italy,  and  Belgium  lead  to  agreement. 
Based  on  this assumption, said  the  re-
port, the natural gas imported from the 
Soviet  Union  will  represent  about  19 
per  cent  of  total  natural  gas  supplies 
and less than 4 per cent of total energy 
supplies.  In  addition,  it  would  seem 
that  the  Community's  gas  industry  is 
able  to  cover all  foreseeable  interrup-
tion scenarios for normal gas  supplies. 
Finally,  the  Commission  plans  to  set 
u_p  a  body that would advise on an  ad 
hoc  basis  if fears  of a  major interrup-
tion in  supplies from outside the Com-
munity should arise. 
Rational Energy Use 
A  proposal  to  stimulate . the  rational 
use  of  energy  has  been  made  by  the 
E.C. Commission. It  includes measures 
to stimulate investment in  areas such as 
generation of residual  heat for district-
heating  systems,  conversion  of  indus-
trial  oil-fired  installations  to  coal,  and 
the  recovery  of  energy  from  waste. 
The Community's  contribution  would 
take the form  of a  3  per cent interest 
rebate  on  loans  contracted  from  E.C. 
financial  instruments. 
E.C. Oil Bulletin 
The  average  increase  in  C:IF  prices  of 
crude oil  between the end of 1978 and 
mid-November  this  year  was  nearly 
143  per cent,  as  a  result  of decisions 
taken  by  the  oil-exporting  countries. 
The pre-tax  prices of the principal  oil 
products  (crude  oil  and  imported  fin-
ished products) increased by an  average 
of 88 per cent over the same period. 
The  Commission  publishes  weekly 
bulletins  in  order  to  make  the  Com-
munity  oil  markets  more  transparent, 
particularly  regarding  price  informa-
tion. 
EXTERNAL 
New Coffee Agreement Signed 
A new International Coffee Agreement 
was  signed  in  late  September between 
leading exporting and  importing coun-
tries.  The aim  of the agreement  is  to 
match  world  supply  and  demand  for 
coffee over the next six  years by means 
of a system of export quotas. 
Coffee  is  the  most  valuable  com-
modity  exported  by  the  developing 
world, with earnings second only to oil 
revenues.  As  the world's largest  coffee 
importer,  the  Community  buys  about 
33  per  cent  of  the  world's  coffee 
trade.  The  Federal  Republic  of  Ger-
many,  France, and  Italy  are the largest 
E.C. coffee drinkers, and Ireland  is  the 
smallest. 
The CAP and LDC Trade 
A recent E.C.  Commission study main-
tains that the common agricultural pol-
icy  (CAP)  has  had little overall effect on 
developing  countries'  agricultural  ex-
ports to the Community. Though there 
have  been  fluctuations,  these  reflect 
supply trends in  the developing world, 
rather  than  any  changes  in  the  Com-
munity's  import  policy.  The  study 
shows  the  Community  as  the  world's 
largest importer of agricultural produce 
and by  far  the biggest customer of the 
developing countries, taking an average 
of almost 30 per cent of their exports. 
In  1979,  the  Community  imported 
nearly $27 billion worth of agricultural 
produce  from  developing  countries, 
compared to less  than half that ($11.6 
billion) for the United States, and  one-
fifth as  much ($5.6 billion) for Japan. 
Textile Talks Suspended 
The second  round  of bilateral  textiles 
negotiations  between  the  Community 
and  its  suppliers  from  developing 
countries ended in  Brussels  in  Septem-
ber.  Within  the  framework  of  the 
Multifibre Arrangement (MFA),  18 new 
agreements  had  been  concluded,  but 
nine of the  Community's  most impor-
rant suppliers left the negotiating table, 
refusing to accept E.C. terms. 
In  the  face  of  massive  unemploy-
ment and  industrial  decline  in  the  Eu-
ropean textiles industry, restrictions on 
low-cost  textiles  imports  are  a  neces-
sity,  says  the European textile industry. 
These  restrictions  would  include  im-
port  quotas  to  cover  the  next  four 
years-with  reductions  averaging  10 
per cent for certain sensitive items such 
as shirts, blouses, and cloth-and· new 
measures  to  protect  the  E.C.  industry 
from any sudden surge in  imports. Ne-
gotiations  may  have  to  be  discontin-
ued, but the Community's chief textile 
negotiation,  Horst  Krenzler,  recom-
mended  one  last  round.  The  nine 
countries  to  withdraw  were  Hong 
Kong, South Korea, Macao, Singapore, 
Malaysia,  the  Philippines,  Indonesia, 
Brazil,  and  Argentina,  who  together 
represent almost half the Community's 
low-cost textiles trade. 
GRANTS 
Education Grants Awarded 
A  grant  enabling architects,  social  sci-
entists,  and  lawyers  from  different 
member  states  to  come  together  and 
examine the  effects  of urban  planning 
on  juvenile  delinquency  is  one  of the 
93  grants  under  the  1982-83  joint 
study  programs  announced  by  the 
Commission  this  fall.  The scheme en-
couraging cooperating in  higher educa-
tion  has  been  in  operation since  1  97  6, 
and  a  total  of  467  grants  have  been 
made  to  support  269  joint  programs. 
Demand  for cooperation assistance  in-
creased  and  competition  for  support 
was also stiffer, with  10 per cent more 
applications in  1982 than  the year be-
fore.  More  than  60  per  cent  of  the 
r:rograms involved student exchanges. BOOKS 
Europe periodically lists books dealing with Community and Atlantic top-
ics.  Prices are also given when known. This presentation does  110t indicate 
approval or recommendation of  these publications, which c·an be purchased 
or ordered from most booksellers. 
Approaches to Industrial Policy 
within the EC and its Impact on Euro-
pean Integration. By  Fritz Franzmeyer. 
Gower Publishing Co., Brookfield, 
VT,  1982. 167 pp. $40.00. 
A study of industrial structure and 
policy in  E.C:.  member stares and the 
effects on the process of integration. 
Diagnoses structural problems in  each 
country, such 3S  unemployment and 
deficits, and questions to what extent 
Community efforts have furthered 
integration or merely supported na-
tional policy. 
Political Rights for European Citizens. 
By  Guido van den Berghe. Gower Pub-
lishing Co., Brookfield, VT,  1982. 
245 pp. $38.00. 
The concept of European citizen-
ship is  examined through a study of 
the voting rights of nationals of E.C. 
member countries, p3rticularly those 
living abroad. The 1979 direct elec-
tions to the European Parliament are 
discussed in  derail; also covers rela-
tionship between "special rights" and 
political rights granted to citizens of 
member stares. 
World Steel in the 1980s: A Case of 
Survival. By  William T.  Hogan. Lex-
ington Books, Lexington, MA, 1983. 
272 pp. $26.95. 
A study of the current crisis in  the 
world steel industry with separate anal-
ysis  of domestic industry on a country-
by-country basis. Questions the indus-
try's future in  terms of growth, 
ownership, international trade, tech-
nology, and new developments in  the 
Third World. Tables cover steelmaking 
capacity, production, imports, and ex-
ports. 
The Future of the European Alliance 
Systems: NATO and the Warsaw Pact. 
Edited by  Arlene Broadhurst. West-
view  Press, Boulder, CO, 1983. 316 
pp. $22.50. 
Several authors discuss the problem 
of European security and offer a com-
parison of east and west alliance sys-
rerm. Areas covered are a definition of 
European security, the North Atlantic 
Treaty Organization, the Warsaw Pact, 
and resource allocations for defense. 
Tables. 
Nuclear Weapons in Europe: Modern-
ization and Limitation. Edited by 
Marsha Olive and Jeffrey Porro. Lex-
ington Books, Lexington MA, 1983. 
164 pp. $19.95. 
Authors at an Arms Control Associ-
arion Conference comment on the 
North Atlantic Treaty Organization's 
nuclear doctrine and the growing rift 
between U.S.  and European defense 
strareg~es. Considered are anitudes to-
ward the practical utility of nuclear 
weapons, different meanings of de-
tente, and public involvement in  na-
tional security decisions. 
Member States and the Community 
Budget. By J. 0rstrom M0ller. 
Samfundsvidenskabeligr Forlag, Co-
penhagen, 1982. 352 pp. 
Economist in  the Danish  Foreign 
Affairs Ministry describes the Commu-
nity budget system and analyzes how 
budget payments and receipts influence 
the different member states and vari-
ous industrial sectors. Discusses the 
common agricultural policy, monetary 
compensatory amounts, and challenges 
British and German criticisms of the 
budget system. 
Conflict of Laws and European Com-
munity Law.  By  Ian  E Fletcher. North 
Holland Publishing Co., Amsterdam, 
I 982. Available from North Holland 
Publishing, New York. 395 pp. 
$74.50. 
Looks at the ways in  which the pri-
vate international law of the E.C. 
member states has been and will  be af-
fected by  their membership in  the 
Community. Discusses the nature and 
quality of E.C.  law in  relation to na-
tional law and covers in  detail the con-
ventions which dealt with harmoniza-
tion of civil, commercial, and 
company law. 
Building Europe: Britain's Partners in 
the EEC. Edited by Carol and Kenneth 
Twitchett. Europa Publications, Ltd., 
London, 1981. 262 pp. £16.00. 
Various contributors comment on 
each current E.C. member state and on 
the proposed members, Portugal and 
Spain. Traces motives for joining the 
E.C. anitudes and developments in  na-
tional Governments since its inception, 
and the methods by which the E.C. is 
used to further national interests. De-
tailed. bibliography included. 
Socialism of a Different Kind: Re-
shaping the Left in France. By  Bernard 
E.  Brown. Greenwood Press, West-
port, CT, 1982. 201  pp. $29.95. 
A discussion of the events leading to 
the electoral victory of French Presi-
dent Fran<;ois  Mitterrand and the 
power of the Socialist Parry in  France. 
Outlines the evolution of the two ma-
jor parties of the left and the limits of 
the alliance between the Socialist and 
Communist Parties. Also covers 
broader questions of Eurocommunism 
and the concept of self management in 
an industrial society. 
The Commerce Department Speaks on 
Dumping and Countervailing Duties. 
Practising Law Institute, New York, 
1982. 634 pp. $30.00. 
Pl.l  handbook discussing legislation, 
cases, and investigations concerning 
antidumping and countervailing duties. 
Includes processing antidumping and 
countervailing duty investigations, per-
tinent litigation now in  the courts and 
in  the Department of Commerce, as 
well as a review of major decisions and 
rssues. 
Thirteenth Annual Institute on Inter-
national Taxation. Practising Law In-
stitute, New York, 1982. 640 pp. 
$30.00. 
The course handbook distributed at 
the 1982 Institute on International 
Taxation; covers foreign investment in 
U.S.  real  estate, intercompany pricing, 
current status and interpretation of 
U.S.  tax treaties, the effect of state 
taxes on multinational companies, and 
tax planning for Americans abroad. 
European Yearbook, Vol. XXVIII, 
1980. Marrinus Nijhoff Publishers, 
Boston, 1982. 682 pp. $110.00. 
Published in  association with the 
Council of Europe. A comprehensive 
summary of European institutions and 
their activities in  1980. Organizations 
included are the European Communi-
ties, the European Free Trade Associa-
tion, the European Space Agency, and 
the Council of Europe; also published 
are selected articles on general, topics. 
Understanding ASEAN. Edited by  Ali-
son Broinowski. St. Martin's Press, 
New York,  1982. 323 pp. $27.50. 
Explains how the Association of 
South East Asian  Nations (ASEAN)  sys-
tem developed and how it works to-
day. Studies its relationship with the 
E.C., Japan, Indochina and the Soviet 
Union; also considers why ASEAN  was 
formed, the extent to which regional 
cooperation can override national 
competition, and the possibility of 
ASFAN  becoming a common market. 
Wer Liefert was? (Who supplies what?) 
Wer liefert was, GmbH, Hamburg, 
1982. 2100 pp. $68.00. 
Indexed in  English, French, German, 
Italian, and Spanish, lists thousands of 
products and who produces them in 
West Germany. Arranged also by  com-
modity group, trade names, and 
brands, in  alphabetical order. 
A Guide to the European Community 
Grants and Loans. By  Gay Scott. 
Euroinformation Ltd, Bedfordshire, 
1982. T  11  pp. 
Updated annually.  Lists sources of 
funds available from the European 
Community, with a background de-
scription of each fund, an explanation 
of the criteria for eligibility, and meth-
ods of applying for grants and loans. 
Lists projects that have been awarded 
funds in  the past. 
Fiscalite Europeenne Revue. Les Ca-
hiers Fiscaux Europeens, Nice, 1982. 
54 pp. 
Seven  brief articles on fiscal  affairs 
in  France, Belgium, the Netherlands, 
West Germany, and the United States, 
with a paper on E.C. tax harmoniza-
tion  by  Christopher Tugendhat, Vice 
President of the E.C. Commission. 
The International Monetary System: 
A Time of Turbulence. Edited by Ja-
cob S.  Dreyer, et al. American Enter-
prise Institute, Washington, D.C., 
1982. 523 pp. $25.95 cloth, $14.95 
paper. 
Results of a  1980 American Enter-
prise Institute conference that tried to 
pinpoint major causes of the problems 
facing the international monetary sys-
tem and discussed strategies for im-
proving its operation. Emphasis is  on 
the viability of flexible exchange rates 
in  the 1980's, the proposed control of 
offshore currency markets, the future 
of the dollar, the European Currency 
Unit, and other reserve assets. 
Meeting Human Needs: Toward a 
New Public Philosophy. Edited by 
Jack A.  Meyer. American Enterprise 
Institute, Washington, D.C., 1982. 469 
pp. $34.95 cloth, $13.95 paper. 
Detailed proposal for the transfer of 
social programs and responsibilities to 
the private sector. Studies private ini-
tiative in  areas such as education, 
youth employment, housing, transpor-
tation, and explores possibilities for 
government/ private sector partner-
ships in  these areas. 
The "Greens" and the "New Politics": 
Goodbye to the Three-Party System. 
EUI  Working  Paper,  No.  7.  By 
Wilhelm Bi.irklin.  European University 
Institute, Florence, 1982. 57 pp. 
Speculates on the significance of the 
electoral success of the Greens-Ger-
many's environmental parties-and 
the possibility that they represent a re-
alignment between social groups and 
the party system. Explains shifts in 
voter behavior and estimates future 
potential support for the parties. 
Unilateralism or the Shadow of Con-
fusion. EUI  Working  Paper,  No.  H.  By 
Athansios Moulakis. European Univer-
sity Institute, Florence, 1982. 29 pp. 
Essay arguing against unilateral re-
ductions of nuclear arms. Defends de-
ployment of U.S.  missiles in  Western 
Europe and deterrence as a way to en-
sure peace. 
Inflation and Structural Change in the 
Euro-Dollar Market. EU I Working  Pa-
per No. n. By  Marcello de Cecco. 
European University Institute, Flor-
ence, 1982. 40 pp. 
An attempt to determine to what 
extent changes in  Eurodollar deposits 
affect world inflation. Questions 
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panded money supply and increased 
inflation can be applied and concludes 
that positive statements cannot be 
made. 
An Electoral Atlas of Europe: 1968-
81: A Political Geographic Compen-
dium Including 76 Maps. By John 
Sallnow and Anna John. Butterworth 
ScientifiC, Woburn, MA, 1982. 
149 pp. $49.95. 
A political guide including maps de-
signed to show the degree of electoral 
support in  major administrative divi-
sions of European countries. Also has 
complete set of electoral statistics and 
commentary on each election. 
The Mediterranean Basin: Its Political 
Economy and Changing International 
Relations. By Glenda G. Rosenthal. 
Butterworth Scientific, Woburn, MA, 
1982. 145 pp. $39.95. 
Looks at the E.C. and the Mediter-
ranean countries in  the areas of en-
largement of the Common Market, ag-
riculture, labor, energy, and political 
alliances. Measures implications of 
Greek, Spanish,, and Portuguese mem-
bership in  the E.C., and the economic 
involvement of all  the Mediterranean 
countries with Western Europe. 
European Political Cooperation: To-
wards a Foreign Policy for Western 
Europe. By  David Allen, et al. 
Butterworths Scientific, Woburn, MA, 
1982. 184 pp. $32.50. 
Conclusions of a study group on 
European political cooperation with 
articles on its background and objec-
tives, coordination between European 
Political Cooperation as an institution 
and E.C. activities, the Euro-Arab dia-
logue, and other foreign policy issues. 
On the Meaning and Future of the 
European Monetary System. Essays in 
International Finance,  No.  lJR. By 
Tom de Vries.  Princeton University, 
Princeton, N.J., 1980. 64 pp. $1.50. 
A paper on the development of the 
European Monetary System (EMS)  in 
the context of overall European inte-
gration. Past problems with monetary 
union and the political forces that 
have shaped it are outlined; the present 
EMS and its relevance in  the future are 
also discussed. 
World Military and Social Expendi-
tures.  By  Ruth L. Sivard. World Prior-
ities,  Leesburg, VA,  1982. 44 pp. 
$4.00. 
Series of tables, graphs, and articles 
illustrating the extremes of militarism 
and the decline of social progress in 
1982. Sections on military expansion, 
wars and deaths, the nuclear arms 
race, and unmet human needs. 
Unpaid Work in the Household. By 
Liusella Goldschmidt-Ciermont. Inter-
national Labour Office, Washington, 
D.C., 1982. 137 pp. $10.00. 
Attempts to estimate the value of 
the goods and services produced by 
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households for their own use or con-
sumption. Examines the approaches 
used to assign values to unpaid work 
and the way in  which market and non-
market sectors interact in  an  industri-
alized society. 
Helmut Schmidt: Perspectives on Poli-
tics.  Edited by  Wolfram  F.  Hanrieder. 
Westview Press, Boulder, CO, 1982. 
247 pp. $27.50. 
Speeches, interviews, and essays of 
Helmut Schmidt, former Chancellor of 
the Federal Republic of Germany. 
Topics include the Federal Republic in 
the early 1970's, relations with Africa 
and the Soviet Union, as  well as gen-
eral policy statements delivered to the 
Bundestag and the United Nations As-
sembly. 
European Business and South Africa: 
An Appraisal of the EC Code of Con-
duct. By  Anne Akeroyd et al.  Kaiser 
Verlag,  Munich, 1981. 257 pp. 
Assessment of E.C.  business prac-
tices in  South Africa, concluding that 
while some progress has been made on 
wages, working conditions, and black 
unionization, progress in  the last few 
years has been marginal. Special prob-
lems cited are compliance with codes 
and reporting. 
Policy Analyses in International Eco-
nomics, No.3: Trade Policy in the 
1980s. By C. Fred Bergsten and Wil-
liam  R.  Cline. Institute for Interna-
tional  Economics, Washington, D.C., 
1982. 84 pp. $6.00. 
Attempts to offer a policy approach 
to trade issues in  the 1980's from the 
findings of an Institute of International 
Economics conference in June 1982. 
Reviews old issues such as subsidies, 
safeguards, steel, and agriculture and 
speculates on problems in  high tech-
nology trade, services, and tariff elimi-
nation. Argues for a new multilateral 
trade negotiation for the 1980's as 
well as changes in  international mone-
tary arrangements to improve the 
world trade system. 
Documents in Communist Affairs-
1981. Edited by Bogdan Szajkowski. 
Butterworths, Boston, MA, 1982. 347 
pp. $65.00. 
A collection of significant speeches, 
reports, broadcasts, communiques, and 
statements on communism, with spe-
cial attention given to events in  Poland 
and China. Includes background and 
analysis of developments in these two 
nations, as well as sections on Africa, 
the Middle East, Latin America, the 
Soviet Union, and Western Europe. 
Foreign Policies of Western Europe. 
Edited by  Bengt Sundelius. Westview 
Press, Boulder, CO, 1982. 239 pp. 
$22.00 cloth, $8.50 paper. 
Comparison of the foreign policies 
of Denmark, Finland, Iceland, Nor-
way, and Sweden. Organized by policy 
area, gives background details on the 
international and domestic environ-
ment, factors of international security, 
and economic conditions. 
Agriculture in Western Europe-
Challenge and Response 1880-1980. 
Second Edition. By Michael Tracy. 
Renouf, USA,  Brookfield, VT, 1982. 
419 pp. $30.50. 
Traces weaknesses and problems of 
West European agricultural policy and 
pressures for reform in light of unsta-
ble markets. Focuses on Britain, 
France, Germany and Denmark, their 
policies before and after World War II, 
the formation of the Common Agri-
cultural Policy, and government inter-
vention. Tables included. 
Strategies for Change: The Future of 
French Society. By  Michel Crozier. 
The MIT Press, Cambridge, MA, 1982. 
230 pp. $17.50. 
Identifies three sources impeding 
change in  French society-the educa-
tional system, public administration, 
and the recruitment of leaders-and 
proposes ideas for progress. Opposes 
practices and goals of the bureaucracy 
and studies it  in  Western society. 
The European Community and New 
Zealand. By Juliet Lodge. Frances Pin-
ter Publishers, Wakefield, NH, 1982. 
249 pp. 
Reviews New Zealand's relationship 
with the European Community sinfe 
197  3, with particular emphasis on 
problems between 1973-1980. Covers 
New Zealand's sheep meat and dairy 
imports arrangements with the EC. 
The Uncertain Ally: British Defense 
Policy 1960-1990. By M. Chichester 
and J.  Wilkinson. Gower, Brookfield, 
VT,  1982. 246 pp. $38.00. 
A 20-year review of the manage-
ment of British defense and strategic 
policy, considering factors in policy 
making, relations with the North At-
lantic Treaty Organization and the 
United States, the role of the Royal Air 
Force and Navy. 
Administering Foreign-Worker Pro-
grams. By  Mark J. Miller and Philip L. 
Martin. Lexington Books, Lexington, 
MA, 1982. 224 pp. $21.95. 
Details guest-worker programs in 
Europe and related policies, including 
work and residency permit systems, 
protection of indigenous labor, and 
counting of migrants. Also covers 
rights of workers and social policies in 
education and housing. Includes im-
portant agreements and treaties. 
The European Community and Devel-
opment Cooperation. By Gerrit Faber, 
Van Gorcum and Co., Assen, the 
Netherlands, 1982. Available from 
Humanities Press, Inc., Atlantic High-
lands, N.j. 257 pp. $15.20. 
Analysis of the integration of Third 
World development policies within the 
EC and the likely effects on social and 
economic progress in  developing coun-
tries. Discusses the Lome Convention, 
the Euro-Arab dialogue, the General-
ized System of Preferences, food aid 
policy. Also looks at development pol-
icies in  individual member states and 
prospects for integration. 
Poverty and Social Security in Britain 
Since 1961. By Wilfred Beckerman and 
Stephen Clark. Oxford University 
Press, New York, 1982. 94 pp. 
$21.00. 
Measures the impact of social secu-
rity on poverty in  Britain and estimates 
potential level of poverty without so-
cial security and other benefits. Ad-
dresses main concepts of welfare pol-
icy, the efficiency of social security 
payments and traces the pattern of 
poverty in Britain since 1961. Tables. 
Energy from Biomass. Solar Energy R 
&  D in the European Community, Se-
ries E, Vol.  2. Edited by W.  Palz and 
G. Grassi. D.  Reidel Publishing Co., 
Boston, MA, 1981. $26.00. 
Proceedings of the workshop on 
biomass pilot projects on methanol 
production and algae, held in  Brussels, 
22 October 1981. 
Photochemical, Photoelectrochemical 
and Photobiological Processes. Solar 
Energy R &  D in the European Com-
munity, Series D, Vol. 1. Edited by 
D.O. Hall and W.  Palz. D.  Reidel 
Publishing Co., Boston, MA, 1981. 
$32.50. 
Proceedings of the EC contractors' 
meeting held in Cadarache, France, 26-
28 October 1981. 
Published for the 
Commission: 
Integrated Crop Protection. Edited by 
P.  Graffin. A.A.  Balkema, Rotterdam, 
1982. 407 pp. 
Proceedings of a symposium held at 
Valence, France, 18-19 June 1980. 
Thermal Energy Storage. Edited by  G. 
Beghi.  D.  Reidel  Publishing Co., Bos-
ton, 1981. $59.50. 
Lectures of a course held at the 
Joint Research Centre, lspra, Italy, 
June 1-5, 1981. 
Evaluation of Research and Develop-
ment: Methods for Evaluating the Re-
sults of European Community R &  D 
Programmes. Edited by G. Boggio and 
R.  Gallimore. D.  Reidel  Publishing 
Co., Boston, 1982. $24.50. 
Proceedings of a conference held in 
Brussels, January 25-26, 1982. 
Photovoltaic Power Generation. Solar 
Energy R &  Din the  Eur~>pean Com-
munity, Sieres C, Vol.  I. Edited by  W. 
Palz. D. Reidel  Publishing Co., Boston, 
1982. $49.50. 
Proceedings of the final  design re-
view meeting on E.C. photovoltaic pi-
lot projects held in  Brussels, 30 No-
vember-2 December 1981. 
Plasma Physics for Thermonuclear Fu-
sion Reactors. Edited by  G. Casini. 
Harwood Academic Publishers, New 
York,  1980. $74.50. 
Lectures from a course held at the 
Joint Research Centre, lspra, Italy, Oc-
tober-December 1979. Around the world 
our word is law. 
As  the  world's  largest international 
lawbook publisher.  Matthew  Bender can  be 
your passport to a more successful  inter-
national  practice. Our distinguished  authors 
and  editors  speak your  language, with 
books tailored  to  pinpoint and  solve your 
international problems from Australia to 
Zimbabwe. 
DOING BUSINESS IN JAPAN-
Edited  by Professor Zentaro  Kitagawa, 
Kyoto  Corporate  Law Center. Meets  the 
demand for a source for  basic understand-
ing of the Japanese  legal  system. Explains 
the  complexities  of  Japanese laws  and 
business practices  and  covers  all  statutes 
and treaties governing Japanese/ interna-
tional  business. 9 Vols . . . . $900.00 
DOING BUSINESS IN MEXICO-
originally edited  by  S.  Theodore  Reiner 
and  Anne  Reiner;  1980-81  editor, Profes-
sor Beverly M. Carl.  Compiles  and  ana-
lyzes the crucial information you'll  need  to 
enter Mexico  and  handle  business properly 
and  skillfully. Details every significant le-
gal  and  tax  consideration involved  in plan-
ning, establishing and  operating a Mexican 
business venture.  2 Vols .... $200.00 
DOING BUSINESS IN BRAZIL-
Authored  and  edited  by J.M. Pinheiro 
Neto. A unique guide to the  Brazilian way 
of  business, in  one looseleaf volume. 
Quick access to the  basic information 
needed to explore investment in this  very 
rapidly developing  country.  1 Vol. . . . 
$150.00 
DOING BUSINESS IN THE 
UNITED STATES-Jeremiah s. 
Spires with the  Publisher's Editorial  Staff. 
United  States  business  law in just 6 Vol. 
Ideal  practical working guide for all partici-
pants  in the American  economy, domestic 
and  foreign,  with  all  reference  materials 
needed  for properly entering  and  under-
standing the  U.S.  market.  6 Vols .... 
$390.00 
WORLD LAW OF COMPETITION 
-Julian 0. von  Kalinowski, General  Edi-
tor. A major international treatise detailing 
the  law of competition  in  North America, 
Latin  America, and  Western  Europe. Com-
prehensively covers  each  nation's pricing 
practices; distribution practices; unfair 
trade  practices; mergers, monopolies and 
licensing regulations;  and  enforcement and 
appeals. With  advice  and contributions 
from foremost regional  experts. 11  vol-
umes .. . $825.00 
THE LAW OF THE EUROPEAN 
ECONOMIC COMMUNITY-
A  COMMENTARY ON THE 
EEC TREATY-Hans Smit.  Peter E. 
Herzog  and  other contributors.  The  com-
plete text of  each Article of the Treaty of 
Rome  with analysis of the  meaning,  legal 
effect,  interpretation and  implementation 
by over 30  eminent experts. 6 Vols .... 
$600.00 
EEC COMPETITION LAW 
REPORTER-Iva Van  Bael  and  Jean-
Francais  Bellis, General  Editors. For the 
first time  in  English, the vital  materials on 
which  EEC  competition  law  is  based: deci-
sions; court judgments; settlements; par-
liamentary questions; and  excerpts from 
Commission  Reports  on  Competition  Pol-
icy. With  reports of all  relevant  EEC  com-
petition  cases  from  1962 to  date. Includes 
easy-access Current Reporter volume  pro-
viding the most current material; table of 
cases; index; basic competition  provisions 
of the  EEC  Treaty;  regulations and 
directives:  and  Commission  Notices  re-
garding Articles 85  and  86. 7 Vols. with 
one year's  service. $550.00 
DALHUISEN ON INTERNA· 
TIONAL INSOLVENCY AND 
BANKRUPTCY-by J.H. Dalhuisen. 
Historical and  comparative analysis of the 
entire range  of bankruptcy regulation  and 
procedure  in  the world's major industrial 
nations-debtor's rehabilitation, compo-
sitions,  reorganizations,  creditors' reme-
dies-with extensive case  law material. 
Discussion  of all  international  legal  rami-
ficatiors of insolvency. 2 Vols. $200.00 
BECK'S ENGLISH-GERMAN 
DICTIONARY-by Dr. jur.  Clara-Erika 
Dietl, Gottingen; Anneliese A. Moss, B.A., 
Solicitor,  London; and  Dr.  jur. Egon  Lo-
renz, Professor at the  University of  Mann-
heim. German translations for over 
60,000  legal, economic, and  political 
terms,  including elucidation of hundreds of 
technical  terms  with  no direct English 
equivalent.  1 Vol. ... $125.00 
FRENCH LAW: CONSTITUTION 
AND SELECTIVE LEGISLA-
TION-by Henry P . de  Vries, Nina M. 
Galston, and  Regina B. Loening. Parker 
School  of  Foreign  and  Comparative  Law. 
Columbia University. A unique collection of 
superb  English translations of  French  legal 
materials: the Treaty of  Establishment  Be-
tween the U.S. and  France;  the  1958 
Constitution  and  related  materials and  se-
lections from  the  five  original  Napoleonic 
Codes, as  modified  over the  years.  Most 
have  been  used  effectively  in  courses  at 
Parker School.  1 Vol.  .. . $75.00 
INCOME TAXATION OF FOR· 
EIGN RELATED TRANSAC· 
TIONS-Rufus v. Rhoades  and  Marshall 
J.  Langer. The  recognized  basic text  on all 
aspects of U.S. taxation of Americans  do-
ing  business abroad  and  foreigners  invest-
ing  in the  United  States. Text and  practical 
analysis of all  U.S. income tax treaties. 4 
Vols ... . $260.00 
FOREIGN TAX AND TRADE 
BRIEFS-Walter H. Diamond. The  latest 
tax and trade information for  over  1  00 
foreign  countries with details on  every 
class of taxation  in  each  country. For con-
venience, whenever  native currency is 
mentioned the ·dollar value  Is  given.  In-
cluded  is  monthly newsletter, "Foreign  Tax 
and  Trade Winds." 
2 Vols ... . $180.00 
INTERNATIONAL WITHHOLDING 
TAX TREATY GUIDE-walter H. Di-
amond. A companion  volume to  FOREIGN 
TAX  AND  TRADE  BRIEFS  providing the 
withholding  tax  rates for interest paid  on 
specific foreign  income  and  debts. 
1 Vol. ... $100.00 
TAX HAVENS OF THE WORLD-
Walter H. Diamond  and  Dorothy B. Dia-
mond.  Compares specific  tax  havens  in  48 
countries  and  explains the  strategy for 
gaining a  foothold  and  setting up a busi-
ness or investment in them. Updated  quar-
terly. 2 Vols .. .. $175.00 
TAX·FREE TRADE ZONES OF 
THE WORLD-Walter H. Diamond  and 
Dorothy B. Diamond. Detailed  guidance 
through  more than  350 tax-free  trade 
zones, free  ports  and  similarly designated 
areas  of the  world, including over  55 for-
eign tax-free trade zones  and  five 
subzones in the  U.S. alone. 3 Vols  ... . 
$170.00 
EUROPEAN PATENTS HAND· 
BOOK-by the  Chartered  Institute of 
Patent Agents. A practical  explanation  of 
the  European  patent system  with the im-
portant source materials- patent conven-
tions, guidelines  and  treaties. 3 Vols . . . . 
$300.00 
THE WORLD AT YOUR FINGERTIPS. 
MATTHEW BENDER 
INTERNATIONAL LIBRARY. 
------------------------
ORDER  NOW TO  AVOID  DELAY, CALL (800) 223-1940 
a 
IN N.Y. STATE (212) 370-0531 
OR  SEND  COUPON  TO: 
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BENDER 
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Matthew Bender &  Co.,  Inc. 
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To order the publications listed below, please check the desired 
items and fill  out the order blank. Mail  to the European Com-
munity  Information  Service,  2100  M  Street,  NW,  Suite  707, 
Washington,  DC  20037,  (202)  862-9540.  In  the  New  York 
area copies can be ordered from the European Community Infor-
mation  Service,  245  East  47th Street,  New York,  NY,  10017, 
(212) 371-3804. Telephone orders are also welcome. 
0  The Institutional Svstcm of the 
Community: Restoring the Balance. 
Bullethz of the  European Communities, 
Supplcmc11t No  . .  )j HJ..  Commission, 
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4 I  pages ............. ....................... S4.50 
Contains four pafJcrs o/ the Commit-
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